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PHILIP MORRIS” 
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New York, N. Y. 
June 14, 1946 


Philip Morris & Co. Ld.. tnc. 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Sto k, 4% Series. and the regular 
quarterly dividend of 90¢ per share on 
the Cumulative Preferred Stock 3.60% 
Series have been declared payable Aug- 
ust 1, 1946 to holders of Preferred 
Stock of the respective series of record 
at the close of businesson July 15, 1946. 

There also has been declared a quar- 
terly dividend of 37%2¢ per share on 
the Common Stock, ($5 Par), payable 
July 15, 1946 to holders of Common 
Stock of record at the close of business 
on July 1, 1946. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting he!d on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are therefore urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 





; of new Common Stock $5 par value, 
| for each share of Common Stock of the 
par value of $10. 

| L. G. HANSON, Treasurer. 


WILL 








NATIONAL DISTILLERS 


PRODUCTS CORPORATION 


The Board of Directors has declared a regular 
quarterly dividend of 75¢ per share and an 
extra dividend of 75¢ per share on the out- 
standing Common Stock as now constituted, 
payable on August 1, 1946, to stockholders of 
record on July 9, 1946. The transfer books 


will not close. ; 
THOS. A. CLARK 
June 27, 1946. TREASURER 








DE PINNA 




















Conv. 6% Pfd. 


Class A Common 


OPERATES 4 STORES IN 
QUALITY APPAREL FIELD 


Fifth Ave., New York 
New Haven, Conn.; Magnolia, 
Mass.; Miami Beach, Fla. 


Sales—Highest in Co. history. 
Net Profit—15% over prev. year. 
Elimination of excess profits tax 
especially improves Company’s earn- 
ing prospects. 
Dividends—Paid 1916 to date 
~~ Preferred 45¢ 
Class A com. 25¢ 


{nalysis upon Request 
M. W. JANIS CO. 


12 Bway New York 4, 
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dew Chapter Unfolds in Wage-Price Battle 
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« ODO ein ng AAR MAMLLELLA LE LLOAE 


Veto by the President of the OPA extension bill 
has for the time being, at least, left the economy 
stripped of all controls over wages and prices. Mr. 
Chester Bowles, wearied by an unhappy experi- 
ence in trying to retain unchanged fundamentals 
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for his stabilization program, has resigned. Sharply 
divergent opinions among Administration Leaders, | 
Congressmen and the Public will now be put to an | 
acid test. Renewed efforts will be made to iput 
forth an OPA bill acceptable to the Administration. 
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The Trend of Events 


INFLATION'S ZERO HOUR... The inflation show- 
down has come. We now face what might be the 
gravest moment in our postwar history, with every 
home and individual vitally concerned with the out- 
come. ‘he last hours of price control were marked 
by dramtic climax—Chester Bowles’ resignation, 
the Presidential veto and the eleventh hour address 
appealing for “adequate” legislation. For better or 
worse, all restraints are now off, unless Congress in- 
tervenes with emergency legislation. But even if 
such intervention comes, it will only delay, rather 
than halt, the upward spiral in prices, as the forces 
of inflation have been operative too long to be ab- 
ruptly stayed by legislative fiat. Immediate reactions 
in the nation’s retail markets give some clue as to 
what lies ahead. The more intelligent and far-sight- 
ed merchants announced their intentions—or at least 
their hopes—of maintaining prices regardless of 
OPA’s demise, but there were a sufficient number of 
price spurts here and there to illustrate the danger 
which exists. Buyers’ rushes on food markets only 
made scarce items disappear altogether. But this 
should surprise no one. This is inflation, an eco- 
nomic malady with unmistakable symptoms. It has 
been developing for a long time, and is now upon 
us in full force. Just how drastically prices will be 
affected, no one can accurately foretell. As these 
columns have previously indicated, this inflation will 
be in no way comparable to the German postwar de- 
acle, because our productive machinery and economy 
are intact—at least physically. Instead, we may 
have an upward price spiral of several months dura- 
tion with cost of living items most acutely affected. 
At this writing, an over-all rise of 10%-20% by 





Fall seems the chief probability. Our only hope now 
les in full production getting under way so as to 
correct the demand-supply balance. However, the 
various supply shortages will not be alleviated at one 
time, so that much irregularity may be expected. 
Increased production would be of some help with re- 
gard to manufactured items, but of little direct aid 
to food staples, which must await harvesting of crops 
this summer and fall. The lamentable part of this 
whole muddle is that it could have been prevented, 
or greatly mitigated, by foresight and appropriate 
legislation long before this. That action was put off 
as it was, is a sad commentary on our national lead- 
ership, and only reflects the paucity of statesmanship 
in both parties. In all probability, some sort of 
interim legislation will be improvised, but under the 
circumstances, it probably would be makeshift, 
rather than an effective remedy. We face critical 
times until production can again get under way. 


MORE FINANCIAL CONTROLS... T’o those who 
have followed the trend of Federal Reserve regula- 
tory policy, a rather interesting pattern is discern- 
ible. While it is still too early to venture predic- 
tions on the outcome, the intent and direction are 
anti-inflationary. One of the first confirmations was 
the Reserve Board’s attitude on the money market 
in its pronouncement last April, suggesting that it 
is opposed to further diminution in money rates. A 
further attempt at applying anti-inflationary brakes 
is seen in the Reserves’ latest move on loans against 
Treasury bonds. The twelve regional Reserve banks 
have requested banks and trust companies to spur 
liquidations of loans to customers where Government 
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vonds serve as collateral. While the measure is per- 
haps commendable in its purpose, its efficacy as a 
real anti-inflationary device is open to question. The 
type of loans in question aggregate about $1,588,- 
000,000 at present, compared wth a peak of $2,530,- 
000,000 after the Victory Loan drives terminated, 
reflecting steady liquidation of commitments. But 
large as this figure may seem it is negligible com- 
pared with our total debt monetization, which is the 
real inflation potential in the banking structure. 
Thus, the impression exists that the effects of this 
move will be merely nominal, and of little long range 
significance. Another price restraining measure un- 
der Federal Reserve discussion is the further tight- 
ening of consumer credit through Regulation W, a 
control which still exists legally for the Reserve au- 
thorities to use if they consider it necessary. What 
effect this instrument might have as an inflation re- 
straint is difficult to predict. By clamping down on 
consumer installment buying, total purchasing power 
is thereby reduced, which is all to the good. How- 
ever, there is also the question of timing in any con- 
trol measure, and it would seem that restraining in- 
stallment buying is of secondary importance as long 
as the buying public is well supplied with cash and 
merchandise remains scarce. While the measures in 
question are in the right direction, they would ap- 
pear to be rather weak in relation to the titanic 
problems with which they must contend. 


IMPROVING BUSINESS LEADERSHIP... At a time 
when the free enterprise system is under fire from 
many sides, it is encouraging to note that some cor- 
porations are responding to the challenge by setting 
their houses in order and improving their leadership 
in various ways. Not the least significant step in 
this direction is the rising quality of directorships 
of large corporations. As recent surveys indicate, 
there has been a growing preference for “practical” 
men for these key positions, with the accent on men 
who have had intensive experience in industry and 
marketing. If the trend continues, it will be a fitting 
refutation to those critics of free enterprise whose 
favorite canard against corporations is the bogey of 
“banker control.” Because criticism of directors 
became fashionable for awhile in certain circles, the 
general public—and even many stockholders—tend 
to overlook the importance of good directoral man- 
agement. Granted that some corporate boards have 
had their share of stuffed shirts and nonentities, the 
record of American directorates has, on the whole, 
been excellent. These are the men elected by, and 
directly responsible to, corporate shareholders, and 
in their hands rest the ultimate managerial decisions. 
The responsibilities of the office are so great under 
existing laws that incompetents could not long sur- 
vive. By bringing in more “practical” men, man- 
agerial boards will be greatly enriched through the 
combined “know how” and trial-tested experience 
which has been the secret of free enterprises’ success. 


REAPPRAISING FOREIGN TRADE... With turmoil 


and upheaval in the spotlight at the moment, such 
constructive factors as do exist are easily obscured. 
One of the more favorable developments is the recent 


Presidential appointment of a panel of leading} 
bankers and business men to reappraise foreign | 
trade potentials and this country’s relation thereto. | 


As a traditionally maritime nation, a good part of 
our economy is geared to foreign commerce; hence, 
what happens to our overseas customers and sup- 


pliers is of prime interest to all of us. Revival of | 


foreign trade is a decided “must” if real recovery 
is ever to materialize in this country. Significantly, 


the trade committee’s surveys begin at a time when | 
commerce abroad shows incipient signs of recovery. | 


Shipments of Great Britain—our foremost customer 


—are improving substantially, auguring well for | 


the future of world commerce and trade reciprocity. 
Once we can restore our overseas trade to its normal 
proportions, substantial benefits will accrue, for not 
only will it mean more jobs and enhanced profits, 
but a major contribution to Federal income through 


tariffs and trade levies. The President’s appoint- 


ment is a wise and timely one. 


IMPACT ON REAL ESTATE—With termination of | 


OPA likely to have wide-spread effects on the price 
structure, it will be particularly interesting to see 


how realty values will be influenced. Flat predic- | 
tions on real estate and housing would be dangerous | 
at this time, because of the various conflicting forces | 


at work in this phase of our economy. That realty 
quotations have been experiencing substantial in- 
flation for some time is well known, reflecting an 
increasingly acute housing shortage and the general 
rise in the price level for other basic commodities. 
How much higher they are likely to go from here 
on is a moot question. For one thing, rents consti- 
tute one item on which controls might be restored 
in one way or another; if not by Federal action, 
then by State control in many areas. Another factor 
entering the picture is the possibility of stimulated 
production of home building materials. Probably 
most significant is the slowing down of new home 
buying in various parts of the country. Buyers are 
no longer scrambling for every piece of real estate 
in sight as avidly as they did some months ago, but 
are showing more resistance and hesitancy than has 
been seen since pre-war days. This would seem to 
correspond with the more deliberate and discrimi- 
nating attitude of buyers in retail markets, which, 
while certainly not a “buyers” strike,” is neverthe- 
less a trend to be watched judiciously for its longer 
term iniplications. If the consuming public, by and 
large, refuses to follow extreme price advances, 
builders and sellers will be quick to recognize the 
attitude and will be more cautious in their pricing 
policies. Much, of course, depends upon how the rest 
of the price structure is affected. If commodity 
prices should rise sharply and substantially, realty 
values will doubtless be influenced, but if prices do 
not rise much more than 10 to 20%, further sharp 
inflation in land values might be averted. 
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BY CHARLES BENEDICT 


MORAL INCOMPATIBILITY 


DO NOT KNOw of a single person of my acquaint- 
I ance—whether he likes the Russian government 
or not—who is not eager to find a basis for harmony 
and the establishment of peace, so that together we 
can cooperate in the making of a better world. 

This is but plain commonsense, for before us lies 
an age of opportunity capable of providing work 
for millions all over the earth for at least two gen- 
erations, and even longer, depending upon the 
extent to which the standard of living will be raised 
in the various countries. 
The buying _ power 
created would increase 
world productive capac- 
ity many fold, raising 
economic standards to a 
plane never before at- 
tained, and to the great 
benefit of all mankind. 

In order to reach this 
goal, we must make a 
start now in collabora- 
tion with the other 
powers and particu- 
larly with Russia. But 
how are we to deal with 
the cynical leaders of the 
USSR whose concept of 
the new age does not 
agree with ours — but 
who think in terms of 
political power — one 
party power, in which 
the benefits go to an elite 
while the rest of the 
people are kept on a 
subsistence level at the 
will of the rulers? 

There is such a wide 
gulf between this con- 
ception and the goal of 
the United States of eco- 
nomic stability and free- 
dom for the great majority of the people of the 
world, that our policies are clearly in irrecon- 
cilable conflict—everything Russia touches brings 
spiritual degradation and economic chaos—every- 
thing we touch, as in the Philippines, flourishes 
under our inspiration. In view of this, how are we 
ever going to reconcile our program with that of 
Russia? 

Moscow, thus far, has rejected every suggestion 
we have made toward settlement of world affairs, and 
has continued to engineer for an outcome in her 
favor, even to the extent of refusing to cooperate in 
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The Russian Stand On Peace 





preventing starvation and death for millions of 
people. Russia has plainly indicated her intentions 
by refusing to accept Bernard Baruch’s benevolent 
atom plan for outlawing its use in warfare. Instead, 
the Kremlin has attacked the plan and through her 
garbled propaganda has misled the world as to its 
overwhelming merits as an instrument for world 
peace. 

Under these circumstances, what basis is there for 
working with Russia? We can have no confidence 
in her purpose, for we 
already have learned 
that, to the Russian gov- 
ernment, agreements are 
merely “scraps of paper” 
to be adhered to when 
and if it suits her pur- 
pose or her promises, 
and to be vioted when it 
conflicts with that pur- 
pose. 

Certainly, compromise 
of our principles is not 
the answer — because 
there is nothing we can 
do that will satsify Rus- 
sia except to turn the 
world over to her for ex- 
ploitation. Nor is ap- 
peasement the answer. 
We have already been 
led too far in that direc- 
tion by the “liberals,” 
and it has resulted in the 
most insidious kind of 
power politics, bringing 
the world to a new nadir 
of distress and disinte- 
gration. 

Already discussion has 
begun on the _ relative 
merits of the Baruch ver- 
sus the Russian atomic 
plan, and unless foresighted statesmen prevent it, we 
can expect a compromise that will strengthen Rus- 
sia’s hand at our expense. 

In the meantime, Russia continues to delay world 
progress by the veto, for time is on her side. Under 
such circumstances, the only way to deal with a gov- 
ernment that behaves in this fashion is to stand fast 
by our principles, and, to the best of our ability 
set in motion the machinery for carrying our our 
program without further delay. Unless we do so, 
the world will sink into a morass from which it will 
be hard to extricate itself. 


—Russell in The Los Angeles Times 
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Market Signals That Bear Watching 


Recent technical action has been encouraging. 
The indicated end of price control should be 
bullish, whether or not as inflationary as the 
President prophesies. All of the metal-working 


industries, metal mining and oil will be especial 
beneficiaries. Pending results of a probable up- 
side test, our attitude remains constructive, 
although selective. 


By A. T. MILLER 


} ane MARKET has been lacking in broad bullish 
enthusiasm for about five months, as is shown by 
average volume of transactions, by the indifferent 
performance of our index of 100 low-price stocks, 
and by the relatively small margins by which the 
last new highs in the Dow-Jones averages bettered 
the highs of last February. For the list as a whole, 
June has been a month of net loss. That is unusual 
—the seasonal odds being the other way—and is 
especially so in a bull-market year, which 1946 is 
still presumed to be by most observers, including 
this one. 

Fet, from a technical standpoint, the June per- 
formance has not been unduly alarming. It gave 
some people chills on the 20th of the month with a 
break of over 5 points in the Dow industrials, the 
sharpest one-day sell-off since February. But that 
incident merely provided additional evidence, if it 
be needed, that in our present cash-based market 
reactions do not feed on themselves via forced selling 


from margin accounts. To get a sustained decline 
requires a really bearish investment psychology, and 
there is no positive evidence of that kind of senti- 
ment in the recent action. 

The last time daily volume was over 2,000,000 
shares was in late May, when the trend of prices 
had been upward for some weeks and new highs 
were being made. During the worst of the June cor- 
rection, volume was only around 1,400,000 shares; 
and for most of the month it was around 1,000,000 
shares. Thus, the volume comparisons suggest a 
quite limited investment willingness to liquidate 
stock holdings. 

As regards technical support levels, the evidence 
is also somewhat encouraging so far, although it can 
never be dynamically so in a recessionary or hesitant 
market. The June decline bottomed week before 
last approximately at the previous minor-reaction 
low of May 6, without violating it. Further pres- 
sure in the initial sessions last week failed to pro- 

duce any net extension of the decline, 
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but, on the contrary, developed an 
over-sold condition. Toward the week- 
end, a good rally got under way, per- 
haps partly inspired by the hope that 
a Senate filibuster, then threatened, 


would kill the OPA. 
Technical Action of Rails 


For the purposes of this analysis, 
the technical background on the Dow 
rail average is as follows: It made a 
new bull-market high on June 13, by 
a small fraction and on low volume, 
on hopes of a_ substantial interim 
freight-rate increase. The increase 
proved to be sizable, especially for the 
eastern carriers, but evidently was less 
than many had hoped for. The rails 
sold off in disappointment, but 
stopped well above their previous re- 
action support level of May 6. In fact, 
the rail chart for May-June shows a 
tendency toward rising bottoms. 

Up to the middle of last week the 
“margin of support” for the market, 
indicated on the accompanying chart, 
had narrowed to a potentially crucial 
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trials, and to over 800% in our 
broad weekly index, every reac- 
tion must be looked at in a 
questioning frame of mind. One 
can not be as confident, as in 
earlier phases of the market, in 
assuming that it is just a reac- 
tion. The possibility that it is 
the start of a bear market must 
be allowed for. Because of these 
reasons, the recent downside 
action does represent a test of 
no little significance, and the 
results are encouraging. T’o sum 
up the technical appraisal: no 
support level of any importance 
was broken on this test, the 
averages holding at levels com- 
fortably removed from the Feb- 
ruary intermeriate-reaction low, 
which presently is the crucial 
marker so far as the major 
trend is concerned. 


YEARLY RANGE 
DOW-JONES INDUSTRIALS 


1936 —- 1945 
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The Climactic OPA Development 


We turn now to OPA, the market’s dominant 
news interest at present. The President’s veto of 
the compromise extension bill, against the strong 
advice of his leaders in Congress, was a surprise. 
Due largely to excessive wage increases, further 
price inflation, for an indeterminate period, was on 
the cards anyway, with or without an OPA. The 
political game now is to try to dodge the blame. 
Mr. Truman would pin it on his opposition in Con- 
gress. The latter will argue that the veto killed a 
workable price control bill, reflecting the considered 
judgement of Congress that more stringent regula- 
tion is no longer feasible. There is economic logic 
in this view. The amended extension left a large 
degree of control in effect. It would have adjusted 
price ceilings to the Ostober 1-15, 1941, level, plus 
allowance for inrceased average costs thereafter, 
but would not of itself force an inflation spiral— 
unless labor, with the Administration’s aid, kept on 
forcing costs upward. The veto ends all legal re- 
straint unless Congress patches up some new 
measure. 

What Congress will do now is uncertain. How- 
ever, there appears to be no chance that it will write 
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a bill more to the President’s liking. It might offer 
the President control of rents, and perhaps a few 
other essentialsk—no more. But as it looks now, 
OPA died at midnight Sunday, June 30. No doubt 
price adjustments, many of them needed, will start 
on this day, as we go to press. 

We are not so sure that prices are going through 
the roof. In a majority of key industries, a few 
large companies are capable of leadership in setting 
price standards; and for reasons of public policy 
they will move with restraint, to the extent that 
present and future labor-cost factors permit. Never- 
theless, the price outlook is more inflationary than it 
would have been with an OPA. With production 
now rising—and a fair chance that strikes, of the 
type which cripple the entire economy, will not recur 
before winter—the benefit to profits in some indus- 
tries will be large and prompt. On a relative basis, 
that is probably most so for steel, metals, oil and all 
the equipment industries, as well as for the automo- 
tive field. 

We can only reason that a return to a free-price 
economy is basically bullish, whatever its temporary 
dangers. The bulls, especially as regards the dur- 
able-goods industries, now have about all they could 
ask for—Monday, July 1. 
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Weighing 
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Trends 


—In The Shaping Of... 
Our Business Outlook 




















By E. K. T., 


Washington Correspondent 


aap AN IMPORTANT INGREDIENT in any analy- 
sis of the future of investments, political facts 
and trends as they exist today and as they may 
shift in the next few months demand more than ever 
before an understanding grasp. 

Inexplicably tied in with the market are the 
political and economic ideologies of the contending 
parties and candidates. That is no less true today 
than it has been in the past. But in the campaign 
now getting under way, precise principles of eco- 
nomics have been moulded into exact issues. More 
particularly in the last half century than before 
that time, employer-employee relationships have 
been a part of every election campaign all down the 
line. But party leaders have been able to placate 
the two groups—even if they did nothing to solve 
the problem—by pious declarations in political con- 
ventions, platform planks, and glittering generali- 
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Capital, Labor and the investor will want to 
know the attitudes of legislative candidates 
in order to make their respective plans. 


ties which means all things to all men. This time 
it’s different. Capital and labor want to know, not 
in a general way but specifically, what each con- 
testant intends to do about wage scales and the pre- 
miums and bonuses which distort those scales. In- 
vestors must know, so far as it is possible for them 
to extract the information from parties and men, 
for costs (and even prospects) of production and 
distribution go far to determine when and where 
their money will be spent in support of industry and 
trade and for vapital expansion. 

Essential, too, in any analysis are the facts upon 
which a reasonably safe forecast can be made of the 
extent to which dominant labor groups will be al- 
lowed to dictate the terms of iegislation and the con- 
ditions upon which they will remain on the job. 

The swiftly-changing mood of Congress which 
blew hot and cold on labor controls was of little as- 
sistance. Few members of Congress have a consist- 
ent labor record in any of the categories or shadings 
which label a member pro-labor or anti-labor. And 
in the next election there will be no national candi- 
dates, no national platform to which aspirants for 
public office can express an allegiance, no uniform- 
ity. The rules will be written by each candidate in 
his own congressional district, each with an under- 
tone of “party line.” It won’t be safe to rely upon 
a knowledge of what Republican National Head- 
quarters, or Democratic National Headquarters, re- 
gards to be the problem and its solution. And it 
won’t be possible to survey the views of the thousand 
or more candidates who will clear party primaries 
and come up to the election barrier in November. 
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But a sampling of those ideas is a “must.” 

By next November, assuming the present trend 
continues, price ceilings will be almost, if not en- 
tirely, a thing of the past. Legislative action, plus 
accelerated production, will account for that. Buta 
Congressional surveillance over business which 
amounts to a control can shape the future of trade, 
directly affect the market. What does Wright Pat- 
man of Texas have in mind for new legislation on 
producer sales through retail outlets? It will be 
important to know that, for Patman is the spear- 
head of drives for laws on distribution, and he is 
certain to be back in the next House. What does 
Robert L. Doughton of North Carolina, plan to do 
about taxes—reduce them or hold them at present 
level? An investor could use the guidance of that 
knowledge, for Doughton is chairman of the ways 
and means committee, dominates that group to a 
very large extent and he, too, will be on deck when 
the next session comes to order. 

What do Republicans Harold Knutson of Minne- 
sota, and Jesse Walcott of Michigan, plan to do 
about revenue laws? They are the accepted spokes- 
men of the Republicans in that field; what they pro- 
ject into the campaign discussions could well be the 
platform of the Republicans in the next session. 
And it will be even more important to know their 
views in detail because November may see a Repub- 
lican majority elected to the House, the revenue 
raising arm of Congress. Because he speaks party 
policy, Joseph W. Martin’s public statements and 
speeches must be followed if an insight into Repub- 
lican plans is to be had; and for the same reason, 
the present majority leader in the lower house, John 
W. McCormack, must be closely watched. 

On the other hand, there are bloc leaders who can 
be overlooked, important as they are in the equation, 
for the simple reason that their 
methods and goals are known and 
unvarying: Howard Smith of Vir- 
ginia, who leads the anti-labor 
groups, is one example; Vito Mar- 
cantonio of New York, the leftist 
champion, is another. Scores of 
others in between can be eliminated 
from the sample on the same 
grounds, reducing the survey—in 
fact making possible a study which 
otherwise would be quite impossi- 
ble. Legislation of the past Con- 
gress if examined to catalog its 
sponsorship, will help make up the 
list of those “*to be watched.” 

And, of course, the November 
election will not change the Ad- 
ministrative setup — the White 
House, the Cabinet offices and the 
independent regulatory agencies 
such as the Federal Trade Commis- 
sion, Social Security Board, Inter- 
state Commerce Commission. Yet, 
while the personnel remains the 
same, legislative dictation could 
hem it in, send it widely to the 
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right or to the left. The likelihood is the former. 

There have been no significant primary elections 
since the labor union problem erupted in the Presi- 
dent’s seizure of the railroads and his demand for 
sweeping legislative reforms including draft of men 
to work in private plants or facilities temporarily 
operated by the government. There hasn’t been 
time for that happening to crystallize into a real 
issue. But there will be scattered primaries and 
state conventions in the next few months on which 
“sides” will be taken. And they’ll be spread geo- 
graphically in a manner which will reflect, not 
locally but regionally, the public’s temper toward a 
crackdown. For instance, Case Bill supporters will 
come up for nomination, as will those who opposed 
the omnibus labor,statute. How they fare will be 
an excellent tipoff to the watching public; also a 
warning to those candidates whose primaries pre- 
dated the Truman message, those who escaped con- 
tests in their quest for re-nomination, and for the 
few who are chosen in state conventions just before 
election day. To that extent, then, a primary which 
normally would attract attention only in the district 
in which it is conducted could take on national signi- 
ficance. 

It is too early to appraise the worth of CIO- 
Political Action Committee support. It hasn’t been 
a factor in many areas up to now, but where it was 
injected as an issue the results weren’t flattering to 
the political-labor organizations. The statewide 
vote in California in which Gov. Earl Warren, Re- 
publican, zoomed to national notice by capturing 
both his own and the Democratic party nominations 
for re-election, was significant. Warren was op- 
posed by Robert Kenney, popular state’s attorney 
general, leading light in the somewhat leftish 
National Lawyers’ Guild, champion of California’s 


Genuine leadership is urgently needed in both Congress 
and the Executive branch to cope with today's problems. 
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rights to submerged oil lands, and CIO-PAC in- 
dorsee. But Kenney was not able even to win his 
own party’s nomination. 

There are many who say the CIO-PAC organiza- 
tion’s backing of an opposition candidate is some- 
thing devoutly to be hoped for; and they are not in 
all instances “whistling by the grave-yard.” Rep. 
Fred Hartley, New Jersey Republican, won renom- 
ination with the weight of organized labor support- 
ing his rival—won it at a time when condemnation 
of the House for voting crippling amendments to 
the OPA bill was raging, and when Hartley had been 
held up as a prime mover in stripping the price 
control agency of its strength. And Hartley ac- 
cepted that crimination, claimed it for a virtue. 

Republicans nationally will go into the campaign 
as “the loyal opposition.” 'That usually is a serious 
drawback; it means there has been no _ political 
patronage handed out, no federal job-holders to 
form the nucleus of an organization to get out the 
vote. However, this is a bye-election and by far the 
great majority of state houses are controlled by 
Republicans. They have the organization where, in 
this election at least, it can do the most good. Des- 
pite the assertion made by Carroll B. Reece, Repub- 
lican National Committee Chairman, that his, not 
the Democratic party, is the “liberal” one, investors 
will want clearer definition of the term before ac- 
cepting it at face value. 

The fact, demonstrated by congressional history, 
is that the GOP hasn’t been blamably liberal in 
passing out public moneys. Democratic administra- 
tions have been driven more to the defensive on that 
score, even though they can point to the depression 
and the recession as major causes. The costs of war, 
wasteful as they are from a sociological viewpoint, 
won’t be raised as an issue against anyone. 

Democrats have been having tough sledding. The 
White House break with organized labor has re- 
moved President Truman from the usually helpful 
role of aid to local candidates. That can be ex- 
tremely beneficial when wisely administered. Not, 
naturally, in the manner President Roosevelt tried 
it with his ill-fated purge of unfriendly congress 
members; or as President Wilson tried it when he 
asked the country to give him a Democratic Con- 
gress for no other clearly stated reason than that it 
would make his job easier. But there is the subtle 
touch of a friendly pat on the back, a casual tour 
through a district with no speechmaking involved, or 
an invitation to “overnight” at the White House. 
President Truman won’t dare inject himself into 
this campaign. 


The Democrats’ Dilemma 


The Jackson-Black Supreme Court row hasn’t 
the remotest association with congressional elections, 
but it will be infused with the suggestion that it is 
another proof that the New Deal is on the way to 
breakup. The blast from the German courtroom 
will echo in many polling places here. Added to 
their woes, the Democratic candidates have no Roose- 
veltian coat-tail to hang on; no coat-tail, for that 
matter, because the possibility of Mr. Truman run- 
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ning in 1948 is growing dimmer. 

Political issues are never defined with sufficient 
clarity. This time is no exception. There is some 
help in the fact that so many incumbents will be 
running again and their records can be examined. 
In the last analysis, it will be not only a choice be- 
tween personalities and their parties, but also a sort 
of referendum on a question vitally affecting busin- 
ess, industry and investors in which millions of 
persons will be voting, in some measure, for or 
against men whose names do not even appear on 
the ballot, but who stand out as symbols: Truman, 
Whitney, Johnston, Lewis, Petrillo. 


Signs That Bear Watching 

































































The political seismograph is quick to pick up 
rumblings and the always-pliable platforms of can- 
didates must be watched for changes to meet voter 
reactions to such related subjects as federal subsi- 
dies and rising prices, to shortages and surpluses. 
Subsidies are being frowned upon, rapidly being 
eliminated. Agriculture thinks it is proper to tell | 
the taxpayer the real story of what food products 
cost him, and that now is the time to make the long- | 
delayed changeover—while cash money is relatively | 
plentiful. Naturally that will reduce direct taxes 
by cutting government costs, but it will send upward 
the cost-of-living statistics, probably bring on new 
demands from labor, new strife. 

Reconversion has not progressed to the point 
where durable goods are likely to go into surplus, 
and famine relief abroad will prevent any early im- 
portant surplus in the food line. Shortages will 
continue, nettling the public and marking out as | 
targets for resentment many candidates who have 
had nothing to say about the situation. 

Parties and candidates will be called upon more 

































and more to state with preciseness, the limits and | i 
terms of foreign loans. So far they have done little | 
in that direction but upon their ultimate decisions |S! 
may depend the time and kind of foreign trade that a 
will be restored. Delay on the British loan has dis- | f 
appointed London and is is no longer safe to count e 
upon substantial departure from the “empire pref- t 
erence” rule when the loan ultimately is made. f 
Underlying reason for this difficulty is that Con- | e¢ 
gress has not considered the loan in its economic and c 
political perspectives, but rather on the “pro” and h 
“con” of the broad “British Question.” i 
It is evident, therefore, that political forces will | © 


shape the trend of business in the months to come. : 
While the attitude of Washington has always been a . 
factor in the economic outlook, it is more important I 
now than ever before, because of the degree to which 
labor and other pressure groups have been organized. 
The Administration, consequently, will be sensitive 
—and susceptible—to pressure from such interests, 
so that the pattern of labor demands from here on 
will give some hint as to the way the political winds | 
might blow. On the other hand, there are unmistak- 
able signs of resurgence on the part of conservative 
elements, which will provide some counterbalance, 
politically. Accordingly, we stand at the crossroads 
in this country’s fortunes. 
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A Realistic Approach To... 


Second-Half Corporate Earnings 


By H. S. COFFIN 


Ox THE HEELS OF RAMPANT industrial and politi- 
val strife during the first quarter of 1946, the 
second three-month period of the year is drawing to 
a close under conditions almost as unsettled and con- 
fusing. Widely divergent earnings trends in differ- 
ent industries, under the impact of a dozen restric- 
tive factors, almost certainly will mark the record 
for the first half year, as was the case in the quarter 
ended March 31, although in later weeks the 
changing scene may have brought some improvement 
here and there, and corresponding disappointments 
in other directions. Pending availability of second 
quarter reports, the picture must remain rather ob- 
scure, but out of the flux of daily evidence it is pos- 
sible to piece together clues which may point to 
progress for the balance of 1946. 

Since early spring, many changes have occurred 
to make second quarter earnings and those for the 
balance of the year look better or worse than before. 
In general, the final subsidence of major strikes has 
gradually stimulated activity broadly, as evidenced 
by reports from Washington that unemployment 
has passed the peak and that industry is all out to 
absorb the shrinking supply of skilled workers. Now 
that manufacturers can again envisage, for a time 
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at least, hopes of acquiring ample supplies of steel, 
coal and copper eventually, and that threats of in- 
terrupted transportation by sea and rail no longer 
cloud the picture, once more they are gathering and 
training personnel essential to build up production 
to record-breaking peacetime levels. Backlog of 
consumer demand for long-denied goods has, if any- 
thing, been only swelled by the prolonged period of 
enforced lag in output during recent months. Hence 
the prize in the offing is more than ever worth going 
after. 

But while many wage settlements have been ef- 
fected and OPA has been forced to grant numerous 
price increases, a wave of smaller strikes is inun- 
dating suppliers of important parts and materials 
to the larger concerns, and months may pass before 
full production becomes realistic. ‘The Ford shut 
down for six long weeks, despite fully harmonious 
labor relations with its own employees, highlights 
how strikes by different unions may continue to up- 
set the most soundly predicated output schedules. 
Even under the smoothest operating conditions, 
moreover, determination of manufacturing costs in 
the durable goods industries will be practically im- 
possible until a final adjustment in the categories of 
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raw materials, parts, fuel and transportation can be 
definitely established. Prospects for such a happy 
consumation are far from bright in scanning the 
near term perspective. 

Meanwhile producers naturally view expressions 
of liberality by OPA in granting one or more price 
boosts with not too much enthusiasm. Fear, if not 
certainty, of a continuing cost-price squeeze as the 
months unfold tempers the encouraging aspect of 
potential volume gains. The single definite factor 
appears to involve the new level of labor costs, not 
generally evident during the first quarter but gain- 
ing consistent importance during the three months 
now ending, and for the balance of 1946; to this 
element must now be added a string of rising costs 
for materials and parts purchased. 

Even as we go to press, of course, some clarifica- 
tion of the current confusion may result from steps 
taken by Congress to alleviate the restrictive fea- 
tures of OPA regulations. In this event, hopes of 
improved earnings should expand considerably, for 
despite a predicted upward spiral in inflationary 
trends, a level of prices could be set to warrant more 
optimism on the earnings side. Currently, many a 
manufacturer is selling his goods with an escalator 
clause, permitting him to collect from the buyer any 
potential price increases which are established before 
the delivery date. Granted substantial relief from 
PA in coming months, competition is likely to hold 
manufacturers’ prices generally in line with more 
clearly ascertained new cost levels than with much 
avidity to grab abnormal profits while demand con- 
tinues to outstrip production. From all directions 
come warnings that a genuine speed-up in produc- 
tion would catch up with latent buying power much 
faster than previous enthusiastic estimates had indi- 
cated. Hence upon labor unions mainly will fall the 
blame of a renewed assault upon the rising cost of 
living by the unwise forcing of higher wage pay- 
ments, for unless profits margins are permitted to 


widen, it is difficult to see how lower prices can be 
effected. 

According to a survey of forty-six manufacturing 
fields made by the New York Times and covering 
282 important concerns, total first quarter net of 
this group came to about $177 million, a drop of 
48% compared with some $340 million earned in 
first quarter 1945. Broken down into different seg- 
ments to show the worst sufferers percentagewise 
from the angle of net earnings in 1946 against the 
relative 1945 period, the tally is most interesting: 
metal products companies—down 211%, six electri- 
cal manufacturers down 194%, nine machinery 
makers down 103%, iron and steel producers 75%, 
building materials 70%, heating and plumbing 
90%, railroad equipment 50% and mining 54%, to 
mention just a few. As for eight leading automotive 
makers, their combined net shrinkage in net was 
162% compared with 1945. 

On the bright side of the picture, 17 chemical 
companies came to the fore with larger profits in the 
1946 first quarter than in 1945, the gain amounting 
to 36%. Drug and cosmetic concerns did even 
better as to relative percentage gains, combined net 
of twelve leaders rising by 142%. Among other 
classes of manufacturers to show first quarter gains 
compared with the previous year were textile mills, 
up 116%, newsprint up 71%, machine tools 45%, 
cement 142%, glass a 12%. One unit in the 
liquor industry also showed a gain of 200%. 

The above figures, while applicable only to manu- 
facturers, show quite clearly how the direct and in- 
direct impact of labor troubles generally has sliced 
profits of concerns more than average involved in 
the handling of durables and the production of 
metals. Where operations have been highly mech- 
anized and the employee factor of minor conse- 
quence, or goods have fallen into the category of 
non-durables, volume and profits have reflected the 
huge latent purchasing power of the public to sat- 
isfy their growing 






































needs. For example, 
Net I ; ; the foregoing ex- 
et Income of Leading Corporations for the First Quarter amples discussed in- 
(In Thousands of Dollars) clude no industries 
No. Annual Rate = 
of First Quarter Net Income Net Worth of Return % other than manu 
Cos. Industrial Groups 1945 1946 % Change Jan. 1, 1945 Jan.1,1946 1945 1946 facturing, and if re- 
22 Food products .................. $20,805 $24,308 +16.8% $731,431 $734,294 11.4% 13.2% tailers and mail or- 
18 Pulp & paper prod. ........ 4,473 7,361 +64.6 272,735 284,484 66 10:3 pay 
30 Chemicals, drugs, etc... 51,227 72,264 441.1 1,788,325 1,835,734 11.5 15.7 er houses were con- 
9 Petroleum products ........ 58,922 51,818 —12.1 2,571,630 2,723,450 9.2 72.6 sidered, volume here 
15 Cement, glass, stone ...... 9,297 6,007 —35.4 443,278 461,158 8.4 5.2 } * = 
' ' ' ' las reache O 
22 Iron and steel ................ 39,973 19,855 —50.3 3,162,614 3,187,302 5.1 2.5 TG ched record 
7 Electrical equipment ...... 13,707 def16,184 t—...... 417,832 445,159 13.1 coe brea ing propor- 
20 Machinery 8,842 def445 ee 357,989 362,489 9.9 tions and profit 
24 Autos and equipment...... 50,073 def38,850 t—...... 1,678,970 1,751,471 11.9 = oe ee 
43 Other metal products .... 18,083 12,074 =33;2 828,577 849,232 8.7 5.7 margins have rather 
40 Miscellaneous mfg. ........ 20,127 36,851 483.1 596,881 649,053 13.5 22.7 consistently follow- 
nny pentane *' Setameneti nee ed the uptrend in 
250 Total manufacturing ....... 295,529 175,059 —40.8 12,850,262 13,283,826 9.2 5.3 ] Ww k ft : 
21 Mining & quarrying ........ 11,195* 9,347* —16.5 514,941 446,145 8.7 8.4 sales. eex altel 
18 Trade (whol. & retail). 9,919 26,925 “ye 522,839 543,607 7.6 19.8 week all through the 
ii) iSerdion. 3,605 5,233 45.2 171,272 174,602 8.4 12.0 current year to date 
OT $320,248 $216,564 —32.4%  $14,$59,314 $14,448,180 9.1% 6.0% department store 
* Before depletion charges in some cases. def—deficit. sales are reported 
t Increases or decreases of more than 100% not computed. as running consist- 
Source: The National City Bank of New York. ently around 45 % 
} 
| 





(Turn to pg. 427) 
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Strategic South America has become the pawn in the 
game of power politics and trade rivalry. 


Shifting Balance Of... 


POWER 


In LATIN AMERICA 
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tion and in general creating disor- 
ders of all sorts, mainly through 
strikes. 

The Russian diplomatic offensive 
is difficult to counter, at least as long 
as the Soviet Union remains offici- 
ally a member of the United Nations 
and the breach with the West is not 
open. The few Latin American re- 
publics which maintained diplomatic 
relations with Moscow already be- 
fore the war, and among them were 
Mexico, Cuba, Chile, Uruguay, and 





By V. L. HOROTH 


. SINCE THE FALL OF 1945, when it became 
clear that the Western Allies and the Soviet 
Union had parted ways, Russian activities in Latin 
America have become more widespread and aggres- 
sive. What is exactly their objective is not yet clear. 
There is no conclusive evidence that the Russians 
intend to include any of the Latin American coun- 
tries in their orbit of influence—at least not yet. 
Possibly the immediate aim of the Russian diplo- 
matic, economic and political offensive South of the 
Rio Grande may be just to irritate the United States 
and to weaken or position thereby sowing cissen- 
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Colombia, have been gradually 

joined by most of the others. For 

the first time in 29 years Rio has ¢ 

Russian Ambassador. The latest 
country to exchange representatives with Russia, 
also after about twenty-eight years, is Argentina. 
It was one of the first official acts of the newly in- 
augurated General Peron, who up to recently was 
openly the leader of anti-communist forces in Latin 
America. 


Russian-Argentine Rapproachment 


More important for the American businessmen 
has been the Russian commercial penetration into 
Latin America and particularly into Argentina. 
Long before General, now President, Peron decided 
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to reverse his non-recognition policy, a Russian pur- 
chasing commission was carrying on confidential 
negotiations with the object of buying of Argentine 
hides, leather, meat, grain, flaxseed, and linseed oil 
(which in Russia is used for human consumption 
rather than for industrial purposes.) Russian ships 
loaded with Polish coal and Russian tankers stood 
by ready to take on the cargo. 

The Russian way of doing business in Argentina 
may be an illustration of the kind of tactics that 
American businessmen are going to meet in the 
future. The Russians offered to buy the entire crop 
of flaxseed at almost any price; this move completely 
upset our previous deal with Argentina, whereby we 
were to exchange coal and petroleum for Argentine 
linseed oil. Similarly, Russian purchases of leather 
and hides have disrupted the market to such an ex- 
tent that the International Hides, Skins and Leather 
Committee, which had been buying hides for the 
United Nations during the war, was forced to raise 
its bids some 15 to 20 per cent. It is said that Rus- 
sia is buying for account of various countries of 
Central and Southeastern Europe which are in her 
sphere of influence. Soviet buying and the bidding 
on the part of other European countries, has also 
been responsible for the jacking up of the Buenos 
Aires price of wool which is now above parity with 
the Boston market and hence out of reach of our 
importers. 


How the Deal Is Being Maneuvered 


The most interesting question is how the Russians 
will pay for their purchases of Latin American com- 
modities. According to a dispatch to the Journal 
of Commerce from Buenos Aires, the Russians may 


have the cheek to pay with motor vehicles and other 
equipment lend-leased to them by the United States 
during the war. Other reports suggest that Argen- 
tina will accept in payment dismantled equipment 
from German and Central European factories and 
newsprint, received as reparation from Finland or 
captured in Manchuria. It is doubtful that the 
Russians will be able to ship any of their own prod- 
ucts, such as farm machinery or oil-well drilling 
equipment, for the simple reason that they cannot 
spare any just now. Most likely, however, the Rus- 
sians will pay in gold, of which, according to a reli- 
able Swiss report, they have about $4 billion. 

There are people who believe that President 
Peron, being a clever as well as a practical politician, 
has extended recognition to the Soviet Union (1) 
because it was good business (witness that Russian 
bidding has already raised Argentine export prices) 
and (2) because it gives him another means for pry- 
ing concessions out of the United States. Higher 
prices and more business mean a greater national in- 
come and larger tax collections — and if President 
Peron needs anything, it is money for the expansion 
and modernization of his army. 


The Diplomatic Squeeze On U. S. A. 


Obviously, President Peron has no more love for 
the Russians or the Communists than Hitler had 
when he concluded the now infamous pact of August 
1939 that sealed the fate of Poland. But coopera- 
tion with them fits his schemes and the Russians, 
just to embarrass us and to weaken our position in 
the Western Hemisphere, may fall for his game. His 
chief objective is to make up for lost time in the 
modernization of Argentine armies. He knows that the 

United States is trying to work out a far- 





reaching Western Hemisphere defense 























scheme which is to be presented to the 

The Effect of the Revival of European Demand on Latin American nations at the Confer- 
Argentine Trade and Prices ence in Rio de Janeiro, now contemplated 
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= ER 243p 144 + 99 189 222 | countries received no lend-lease or other 
_ hea > 2130224 | help. To get the equipment, President 
meatal Peron may threaten to buy arms from 
Russia, which now controls some of the 








best arsenals in Euro,‘e, such as the Sko- 
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da Works of Czechoslovakia. Moreover, Argentina 
has money to make the threat good. 

On the other hand Moscow may not be in a posi- 
tion to deliver the promised armament for some time 
to come, and this may be one of the reasons why Ar- 
gentina will at the last moment agree to cooperate 
with us in Western Hemisphere defense. But she 
can hardly be expected to abandon, at least as long 
as Colonel Peron is in the saddle, her ambitious plan 
of creating a sphere of influence of her own in the 
neighboring countries and her strongly nationalist 
attitude toward foreign capital. Argentine eco- 
nomic penetration in Paraguay, recently the recipi- 
ent of a 10 million peso loan, is an accomplished 
fact. The present Bolivian Government, consisting 
of a clique of young army officers, is also near to 
Buenos Aires idealogically, and a tariff union, said 
to be in process of negotiation would not be surpris- 
ing. Argentina has also made an offer of close eco- 
nomic cooperation to Peru and Chile; a branch of 
‘he Argentine central bank is about to be established 
in Santiago. In Uruguay, which will hold elections 
next November, the candidate of the conservative 
party is said to be politically close to Colonel Peron. 


The Brazilian Angle 


What repercussions our deal with President Peron 
in regard to surplus army equipment may have on 
Brasil, ; is difficult to say. We may have to send ad- 
ditional military equipment to Brazil in order to 
offset any advantage that Argentina may have as a 
result. The danger is that ground work may be laid 
for an eventual armament race between Argentina 
and Brazil. Instead of spending the wartime accu- 
mulated gold and foreign exchange reserves for get- 
ting transportation equipment and badly needed 
consumers’ goods to raise the standard of living, the 
two countries may spend them on armameni< But 
all this may be speculation about the develop. ont 
which may not materialize. As a matter of fac 
President Dutra of Brazil and President Peron of 
Argentina have been extremely friendly and there is 
more understanding of some of President Peron’s 
actions in Rio than in Washington. 

Argentina has never before been as prosperous as 
she is at present. The practical doubling of agri- 
cultural prices during the past six months (see 
table) has increased the buying power of rural areas, 
depressed during the war. The exports in March 
and April were at record levels and despite rising 
imports, the monthly export surpluses are extraor- 
dinarily large and gold and foreign exchange con- 
tinue to accumulate. Additional purchasing power 
is also being created by armament expenditures. 
Prices and cost continue to rise rapidly; according 
to “Accion Industrial” the rise in labor costs alone 
was around 35 per cent during 1945. The danger 
is that when the present world wide shortage of food 
and industrial raw materials is remedied and a better 
balance between supplies and demand is re-estab- 
lished, Argentina may find herself with prices and 
costs far out of line with the prices and costs in the 
competing countries. 

As a matter of fact, the Russian purchases in Ar- 
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gentina (in other countries also) have been a rela- 
uively minor factor in the present boom. ‘The real 
veasons have been a revival of the demand from Eu- 
rope and a continuation of the heavy United States 
purchases despite the end of our war effort. Be- 
‘ause of the disappointing comeback of Southeastern 
Asia, Latin America has remained the principal 
source of many tropical foodstuffs and special in- 
dustrial raw materials. During the first quarter of 
1946, the Continental countries took, for example, 
over $60 million worth of Argentine products, or 
more than they used to take before the war (in 
value.) The British purchases in Latin America 
aggregated about $122 million during the first 
quarter of 1946 as against $93 million in the same 
period in 1945. Brazil, Uruguay, Chile and Peru 
are also beginning to benefit from the increased 
European demand. 

It is only natural that the decline of the economic 
dependence of individual South American countries 
upon the United States should sooner or later be 
reflected also in their political attitude toward us. 
There are indications that some of Brazil’s recent 
moves have been made without consultation with us. 
The proposal to nationalize the American meat 
packing enterprises, indicates that Brazil’s attitude 
toward foreign capital may not be much different 
from that of Argentina. Everywhere in Latin Am- 
erica the desire is to assimilate and absorb the for- 
eign enterprises. 

In conclusion, mention should be made of Latin 
American Communist parties — wherever they are 
legal—and about their activities. As elsewhere, they 
provide means whereby Russia can influence local 
politics. Their actions have already been reflecting 
the extraordinary acrobatics of Soviet foreign poli- 
cies; witness the change in the Soviet attitude tow- 
ard Peron, who is now being extolled by Communist 
parties in Chile and elsew here as a great Latin Am- 
erican patriot and a friend of labor. Almost every- 
where in South America, it is the Communists who 
have in recent months revived the old battle cry of 
“North American octopus” and of “North American 
imperialism,” which had been practically forgotten 
during “the gooc neighbor” era. 





Communist !nfluence Appraised 


While it is extremely difficult to appraise political 
tendencies and to generalize about Latin America, 
where political situations may still change almost 
over night, the Communists are probably relatively 
strongest in Chile. They have been members in that 
country’s “Popular Front,” in power for some time. 
They have had control over some of the leading un- 
ions, but recently their inciting the workers to peri- 
odical strikes for better pay, at a time when the 
Chilean Government is seriously attempting to ar- 
rest an inflationary spiral, has been more than em- 
barrassing to their Socialist colleagues. The unions 
were accused of going beyond their legal right of 
striking, and the Socialist Government of Chile 
thereupon cancelled their legal status and confiscated 
their property. It looks as if the beautiful friend- 
ship between the Soc- (Please turn to page 427) 
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By E. K. T. 


SILVER BLOC senators are ready to drop their fight 
for an immediate increase in price of the metal to 
$1.29 and are willing to settle for a boost to 90 
cents for the next two years and $1.29 after that 
time. The McCarran Bill will be modified in that 
particular. Early relief from the shortage of silver 
in commercial channels, which has threatened to put 
out of business many manufacturing jewelers, 
makers of film, and photoengravers, is projected 
through a rider on the Treasury appropriation bill 
which provides for immediate sale of government- 





WASHINGTON SEES: 


Emergency freight rate increases granted by 
the Interstate Commerce Commission are only a 
fractional part of what the railroads had repre- 
sented as necessary to maintain them in a sound 
economic position—they amount to less than 
400 million dollars a year in contrast with the 
one billion asked—but the revision represents a 
step in the right direction with both the rails 
and the public the beneficiaries. 

Opposition to immediate rail relief had come 
from both official and unofficial circles. Pres- 
sure was heavy on ICC to delay, on the theory 
that any upward change now would work against 
the stabilization program. In fact, that argu- 
ment was put forth strongly by those who have 
been most helpful in breaking the line else- 
where—on wages, materials costs, and price 
ceilings. ICC members took the position it is 
preferable to pay slightly more now for trans- 
port than to chance deficit operation by the 
railroads which would lead to breakdown of 
equipment and efficiency generally, making the 
ultimate remedial action more difficult to bring 
about. 

The temporary relief will tide the railroads 
over, give the regulatory body time for thor- 
ough study into the rate structures against the 
backdrop of the economic changes which are 
certain to come in the next several months. Sur- 
veyed, too, will be the competitive situation in 
the transportation industry with emphasis upon 
the changes which the war has made in high- 
way, water and air freighting. 
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held silver not earmarked to back the currency. 
‘That means 224,000,000 ounces, which would sell 
at 71.11 cents an ounce. After that the Treasury 
would buy, sell, at 90 cents. 


FAR WEST has placed a new star in the political 
firmament by electing Governor Earl Warren to 
another term, the governor having romped away 
with both party nominations. Two years ago, War- 
ren turned his back on an assured vice presidential 
nomination after captivating the Republican na- 
tional convention delegates with the principal speech 
of the meeting. Warren is the beneficiary of Cali- 
fornia’s novel system of “cross filing” for nomina- 
tions, a method by which all candidates enter both 
primaries. That idea was fathered by the late Sena- 
tor Hiram Johnson, accounted for his rise and long 
tenure in Washington. But Hiram Johnson, too, 
rejected a Republican vice presidential bid. Calvin 
Coolidge took it on the rebound! 


LITTLE NOTICED but important to business and in- 
dustry in their attempts to get back to normal 
operation, was an amendment written into the OPA 
bill in the Senate, on the subject of advertising. 
Senator Clyde R. Hoey of North Carolina was its 
sponsor. He knows the problems of large adver- 
tisers because his constituency includes the big cigar- 
ette companies which have told OPA they cannot 
continue to buy space and time if those costs aren’t 
considered in fixing prices. Bowles and Porter have 
taken the position advertising isn’t needed where 
supply doesn’t meet existing demand. The Hoey 
amendment would force retreat from that position. 


REAL BENEFITS will result from disclosure by the 
Comptroller General that accounts of RFC have 
been kept with such laxity that a genuine audit 
cannot be made. 'T'wo committees of Congress al- 
ready are making preliminary probes which will 
carry beyond RFC and examine into methods of 
other agencies. They’ll learn Washington depart- 
ments generally have relaxed vigilance, particularly 
since outbreak of the war. Agencies have followed the 
military arms in placing production first. General 
overhaul of the federal bookkeeping practices will 
result according to present outlook. 
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Recommended reading for business and industrial execu— 
tives is new, 359-page report released by the senate's special 
committee to discover the problems of small business (Murray 
Committee.) Title is, "Economic concentration and World War II." 
Specialists in the now-defunct Smaller War Plants Corporation 
prepared it, the senate committee gave it dignity and circulation 
by publication as an official Senate Document. 
































Some of its passages undoubtedly will-be the preambles 
to »ills submitted at the next session of congress. No legisla— 











RR wd a tion is recommended, no conclusions are stated as to whether eco- 
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y nomic concentration is good or bad. But, Murray stated, "the 
hectic statistical information which it presents should be of the 
greatest interest to all of us. 








Disclaiming any attack on "bigness," the report never— 
- theless carries a strong overtone of disapproval. Senator Murray 
has removed any doubt on that score. Speaking his personal opinion but coupling it 
with the release of the document, he said: 














"What is the real meaning of this increase in concentration? In my opinion, 
it lies basicly in the fact that concentration is the forerunner of collectivism. It 
is a fact that every industrialized nation which has become highly concentrated has 
succumbed to one form or another of collectivism. What right have we to assume 
that we can automatically escape this historical trend?" 






































Insurance executive Alfred Baker Lewis (Union Casualty Company president) 
did much to aid sale of industrial group insurance policies in his appearance before 
the senate committee to support the National Health Bill but it is not likely that 
his testimony will have the effect he claimed to find inherent: "Passage of this bill 
would put my company out of business." 














There is no present prospect that the bill will be passed. Mr. Lewis's 
company is not threatened. But the witness drove across the point that health 
benefits stalled the mine strike settlement;:that group policies have been purchased 
by unions and have been a deterrent to strikes by removing one point of contention. 














Summed, the testimony foresaw industrial group coverage expanding, with 
either labor-management joint payment of the premiums, or with the government hand— 
ling the problem. And, since wartime tax deductions are being curtailed, government 
must pay, or the unions must. Taking this one step farther, the disposition of gov-— 
ernment not to pay, means continued sales by the private companies. 




















Federal housing authorities are building up a problem on materials which can 
have serious repercussions if it is not halted. Eventually, it will be found 
that the demand for such items as nails, flooring, roofing and others isn't as great 
as has been supposed. 

















That day will come when production increases and FHPA decides to turn 
its stockpiles into the market. Private builders haven't been able to get these 
materials after they were declared government surplus; FHPA is buying them up on 
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while dwellings stand partly completed. There is the making of a market glut in 
the practice. 


OPA mysteries help destroy confidence in that agency. Witness a new order 
on pricing of malt and cereal beverages in the Mississippi Area as reported in the 
Federal Register. This is the instruction on costing, and the surprising section reads: 
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‘teamsters onto interstate trucks, seems likely to be the only segment of the Case 


pre-war importers. Cry is to throw open wide the door. Attractiveness of the 






"All sellers who are required to, and pay, the Mississippi “black market" 
tax of 10 per cent levied on commodities,, the sales of which are prohibited by law 
.+..lgay add same to the maximum price listed above if separately stated and collected." 


Hobbs Bill, aimed at racketeering practices by union members to "featherbed" 










































"omnibus" measure to be salvaged from the ruins in which President Truman left the 
legislation. 
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being considered, then was dropped into the general code of labor laws and moved 
swiftly to house and senate concurrence, only to be killed off by the veto. Since 
then it has been separately considered by the senate, which passed it in the house 
form, eliminated delaying conferences between the two branches of congress. 
























The legislation is aimed at violence, threats of violence, robbery or ex-— 
tertion as methods of interfering with the free flow of goods in interstate conimerce. 
It is directed at teamsters who have refused to permit trucks to make deliveries 
across state lines unless a union member is hired, at full day's pay, to ride over 
the state line to the point of destination. 


Enactment of the bill, it was pointed out in congressional cloak room con— 
versations, will bring embarrassment to President Truman and the democrats. Target 


is the union headed by Dan Tobin, principal organized labor friend of the Administra— 
fiion, labor adviser in the past four democratic national campaigns. 























































Agitation is growing in Washington for removal of more controls on imports 
under Regulation M-63, which in effect is a licensing order limiting the field to 












































































































































American dollar is back of it all; foreign traders are itching to get at it. knc 
Several factors in the export—import trade could very reasonably give the 
foreign countries the impression that the United States isn't too serious in its wel 
expressed desire to reinstate genuine tradings. For example, Department of Agri-— “8 
culture is in the foreign markets to sell one item of navy surplus — 2.75 million pea 
pounds of mixed nuts. and 
President Truman's decision to retain Office of War Mobilization and Recon— litt 
vergion, announced one day after his statement it would be disbanded, had a story st 
behind it: John R. Steelman, appointee to the post vacated when John W. Snyder took saiia 
the Treasury portfolio was threatening to leave the Administration unless his dep 
anomalous position was cleared. nun 
Steelman went into the White House as a labor advisor — a job which doesn't — 
statutorily exist, and therefore left him without any authority over any agency or the 
individual. Yet he was expected to function as secretary of labor, despite the fact ‘he 
Schwellenbach still is on the scene. It was a convenience when Snyder moved up, to ies 
give Steelman a title. Now his orders can be related to reconversion, carry authority. vea 
The new director of OWMR isn't completely happy. As chief of the concilia— 
tion service in the Department of Labor he adjusted quietly many more strikes than 7 
he solved with newspaper notice. _ But he relied always upon conciliation. When of « 
President Truman proposed draft of labor to run government—seized plants, Steelman that 
literally tore his hair. However, bacause of his background, Steelman wasn't blamed fifte 
by organized labor for that development. Neither was Schwellenbach who, likewise, actu 
hadn't been consulted on it. was 
Funds necessary to reinstate business and industrial census are likely to be a 
denied Commerce Department. Congress takes the position the extraordinary situa— are 
tions in those fields in wartime wouldn't produce any significant data. Commerce ratil 
Deartment is protesting, so far unavailingly, nues 
taxe 
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Has the PEAK 


been reached for ... 
MUNICIPAL 
BOND PRICES? 


A‘ ANY ONE familiar with the price movements 
of municipal bonds over the past fifteen years 
knows, the three most potent influences governing 
their market value are tax considerations, the level 
of money rates, and credit factors, but not neces- 
sarily in that order. During the recent period of 
wartime prosperity, when national incomes were at a 
peak and unemployment practically non-existent, 
and when public authorities were restricted in their 
civil activities, the last, or credit factor, was given 
little weight by buyers of municipal bonds. But 
many of us will recall how in the years 1931-1934, 
when we were going through the very depths of the 
depression, depleted public finances culminated in 
numerous defaults, near-defaults, and temporary 
delays in interest and sinking fund payments with 
the result that, on average, the obligations of solvent 
communities declined to a point where they provided 
a yield of around five and three-quarters per cent, 
from a four per cent level just two and one-half 
years earlier. 


Vulnerability of Lower Grades 


To visualize the importance of this to the holder 
of a municipal bond, it is necessary only to calculate 
that in terms of a bond with an unexpired life of 
fifteen years bearing a four per cent coupon the 
actual shrinkage in market value over that period 
was almost $175 for each $1,000 bond. It is funda- 
mental, therefore, for the municipal investor first 
to assure himself that the obligations that he holds 
are sound as measured by such considerations as 
ratings, marketability, debt record, source of reve- 
nues to meet charges (whether supported by general 
taxes or from the revenues of some public project), 
per capita debt, the size of the community tax bur- 
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Lawrence D. Thornton photo 








Flood of impending new financing threatens to 
imperil price structure of Municipal bond market. 


By H. M. TREMAINE 


den, the economic characteristics of the territory 
and the relative size of debt compared with as- 
sessed valuations for tax purposes—in other words, 
its manageability under all likely conditions of pub- 
lic welfare. 

Within the scope of an article such as this neither 
space, nor time, would permit of any extended dis- 
cussion of municipal bonds from the standpoint of 
their intrinsic merits. In this country of ours there 
are forty-eight states, over 3 thousand counties, 
nearly 19 thousand townships or towns, about 16 
thousand other municipalities, and approximately 
110 thousand school districts. The number of special 
projects such as bridges, tunnels, toll highways, and 
public water, light and power, and sewerage sys- 
tems is probably well-nigh uncountable. 

As to the other factors it might be cited, how- 
ever, that they have a direct influence upon issues 
of poor credit standing also in that they create a 
demand for the higher rated obligations which tends 
to seep down to the lower quality section of avail- 
able offerings with the result that the latter are as- 
signed market prices all out of proportion to what 
would be their fate in normal markets. Should it be 
apparent, therefore, that any change in the direction 
of money rates or tax schedules was impending that 
might threaten the level of prices of the higher 
grades, liquidation in the “credit risk” issues prob- 
ably would be sufficiently widespread to make an 
adjustment to lower price levels quite sharp. Lack- 
ing the essential element of unquestioned security 
they would be exceedingly vulnerable if brought in 
competition with declining top-grade obligations 
having this most desirable characteristic. Now that 
the municipal bond market is at its approximate 
peak, investors should waste no time in “grading” 
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Assessed 
Valuation 


8 
Baltimore, Md. Sewer 312s 








oo 10.0 1,732 
Boston, Mass. Reg. 45, 1972 .........escsessceesseee 4.0 1,479 
Buffalo, N. Y. Water 4s 6-15-60 .... 1.5 896 
Cincinnati, Ohio Street 1s 9-1-70 wine 1.5 683 
Detroit, Mich. Ref. Ser. F 2%s 1-15-63 ......... 15.5 2,809 
Kansas City, Mo. Pub. Aud. 4s 4-1-74 ............... 2.1 544 
Los Angeles, Calif. Har. Imp. 434s 10-1-63...... 5.0 1,309 
Minneapolis, Minn. Sew. Dis. 22s 9-1-67........ 0.7 236 
Newark, N. J. Market 42s 12-1-63 ............0.-. 1.3 714 
New York City Corp. St. 3s 1-1-77 .... 4.8 15,902 
Philadelphia, Pa. Ref. 12s 1-49-67 5.4 3,065 
Pittsburgh, Pa. Ref. 1-80s 8-1-59 ............0000 3.6 980 
St. Louis, Mo. Pub. Bidg. Imp. 134s 5-1-60.... 1.0 1,094 
San Francisco, Calif. School 5s 3-1-67 ............ 6.6 * 1,710(¢) 


values, or $12.50. 








Representative General Obligations of American Cities 
(Latest Available Fiscal Year) 


Out. City T 
{million s) (Million$) Per$1, 000 


(a) Basis of assessment ranges from 25 to 40% of assessed value; $32.50 represents an average. 
(c) Published assessed valuation given as $855 million or 50% of estimated actual value shown; tax $48.30 on 50% of value. 
+ As compiled by Moody's Investor's Service giving effect to more recent pop ion est 


Debt Taxes Tax ale —— Cure Mit. 
Gen'l. Delin- ert % of Yield Basis Moody's 
(Million$) quent Copita Valuation Bid Price Rating 
$28.90 70.6 1.3% $76 5.3 1.60 Aaa 
42.50 40.5 3.5 75 5.2 1.90 A 
33.39 68.2 1.8 98 7.6 1.40 A 
19.80 27.0 2.1 64 4.0 1.20 Aaa 
33.13 226.6 1.4 120 8.1 1.75 A 
35.10 27.5 5.4 69 7.6 1.60 
26.28 39.0 23 21 3.0 1.50 Aa 
32.50(a) 58.8 2.1 120 8.3 1.40 A 
51.60 58.4 8.7 102 8.2 1.75 Baa 
29.10 2,460.7 5.4 252 15.4 2.15 A 
28.75 289.6 3.6 160 9.5 1.45 A 
25.00(b) 51.1 10.2 72 5.2 1.20 A 
27.50 48.0 5.9 54 4.4 1.10 Aa 
24.15(c¢) 35.7 0.7 50 2.1 1.70 Aa 
(b) Buildings are taxed at one-half land 

















the municipals in their portfolios, if only to isolate 
the weaker holdings for possible sale while market 
conditions are still auspicious. 

The present long-term upward cycle of municipal 
bond prices began in 1934, perhaps originally 
started by the realization that they had been flag- 
rantly oversold during the depression. Further fuel 
for the advance was added, however, by such suc- 
cessively potent influences as broad general business 
recovery, the advent of an era of declining interest 
rates and a progressively higher level of corporate 
and individual taxation. Thus, from the previously 
mentioned average yield basis of mid-1933 prices 
continued to rise until a peak was attained in March 
and Apri! of this year where the average yield to 
maturity for long-term bonds was slightly under 
1.3 per cent. For shorter maturities, the yields were 
low enough to have been almost unremunerative were 
it not for the tax exemption privilege. Again taking 
the same hypothetical 15-year maturity with a 4 
per cent coupon as our measure, such a market ad- 
yrance would have represented a money difference of 
sixty per cent. In other words such a credit would 
today sell at a premium of $380 for a one thousand 
dollar bond as against a discount for the same credit 
of around $175 when the move first started ten 
year ago—a total variation of $55 

To answer the question as to whether or not the 
peak has been reached, it may first be enlightening 
to inquire into the causes responsible for bringing 
about the present phenomenon of the highest munici- 
pal bond prices in our recorded history. We have 
already mentioned the improvement in tax collec- 
tions and public finances that attended earlier busi- 
ness recovery; while the period of wartime pros- 
perity is too fresh in our memories to allow us to 
forget that war-born industrial plants sprung up 
everywhere during the past few years and stimulated 
migration of workers to the larger communities 
with concomitant beneficial effects upon municipal 
revenues and finances. 

While very important, these conditions have not 
been as deep rooted in their effects upon the market 
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for municipal securities as money rates and taxes, 
although the war did upset the supply and demand 
ratio by sharply reducing the number of new offer- 
ings during the war years. In brief, it may be said 
that improving business conditions culminating in 
war-time prosperity improved the credit status of 
municipal bonds; but low money rates and high 
taxes created an insatiable demand for them, which 
was aggravated by a diminished supply as civil 
government activities were curtailed for the du- 
ruation of hostilities. 


The Influence of Money Rates 


Too much has been said and written elsewhere to 
here attempt a delineation of the causes for prevail- 
ing money market conditions. It all started back in 
the early thirties when the revaluation of gold and 
flight of capital from other parts of the world pro- 
vided us with practically a monopoly on the mone- 
tary metal, and laid the foundation for vast excess 
banking reserves that kept piling up for many years. 
Concurrently with these profound changes in our 
monetary and banking position our Federal Govern- 
ment adopted its pump-priming spending policies 
leading to bigger and still bigger appropriations, 
expenditures and deficits which increased our na- 
tional debt from around $22 billions in 1933 to 
over $55 billions in 1941. 

Under the impetus of wartime budgets, our debt 
has now skyrocketed to around $280 billions and 
the end is still apparently not yet in sight. All of 
this, however, spelled growing bank deposits and 
the need for banks to find new earnings assets which 
were readily available, of course, in the form of 
United States Government securities. 

One very important question bearing on the fu- 
ture of the municipal bond market is whether there 
will be any appreciable change in money rates and 
consequently in the yields from competitive U. S. 
Government securities. In this connection the Secre- 
tary of the Treasury has repeatedly endorsed the 
Government’s cheap money policy and has pointed 
out the necessity of holding down service charges 
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on our vast national debt as well as 
keeping construction costs low to stim- 
ulate private building. It therefore 180 


NEW FINANCING BY STATES AND MUNICIPALITIES 
LONG TERM BONDS 





seems that the Treasury regards pres- 
ent rates as low enough and that this M40 


NEW 
REFUNDING 





view is shared by the Federal Reserve 
Board may also be inferred from re- 
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cent statements of Chairman Eccles 
opposing any further decline in inter- 
est rates. Through such devices as- 
‘open market operations’, the Federal 
Reserve has, of course, very effective 
means of stabilizing the Government 
bond market. No great threat to the 
municipal market, therefore, exists in 
this direction as far as can now be seen. 
But by the same token, there will be no 20 
further stimulus to rising prices from 
this quarter either. 0 
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As an accompaniment to the policy 
of liberal Government spending and 
growing national debt, increasing tax- 
ation was inescapable. Hence it was 
natural for a tax-burdened people to seek relief from 
their assessments through the purchase of tax-ex- 
empt state and municipal bonds. The basis for this 
tendency stands out in sharp relief against the 
record of individual tax rates since 1931. In the 
years 1932 to 1934, for example, the maximum com- 
bined normal and surtax on individuals was 63 per 
cent. Municipal bonds took on an added measure of 
appeal therefore when, for the years 1935 through 
1940, this same combined tax jumped to 79 per 
cent. It rose again in 1941 to 81 per cent, still again 
in the years 1942 and 1943 to 93 per cent; and 
finally increased to 94 per cent for 1944 and 1945. 
Quite obviously, with each successive rise, the yield 
from a municipal bond compared more favorably 
with yields available on taxable issues, depending 





1938 939 O40 94 942 1943 1944 


SOURCE: ADAPTED FROM DATA COMPILED BY DAILY BOND BUYER OF NY 





upon the particular surtax bracket in which the in- 
vestor happened to find himself. To illustrate the 
point, for an investor in the $22,000 to $25,999 
bracket a one per cent yield from a municipal bond 
would, in 1945, have been equivalent to 2.63 per 
cent from a taxable bond; while if his income ranged 
from $50,000 to $59,999 he would have to buy a 
taxable bond yielding 4.55 per cent to wind up 
where he would be with a one per cent yield from a 
municipal. The higher the income, of course, the 
greater the differential in favor of tax-exempt 
securities. So it was that the pressure of taxation 
was quite evidently an important factor in the rise 
of the municipal bond market over the past ten years. 

Conversely, in appraising the future of the mar- 
ket for tax-exempt (Please turn to page +20) 





10-YEAR TREND OF MUNICIPAL BOND PRICES 
COMPARED WITH GOVERNMENTS AND CORPORATES 
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Photo by Aetna Life Affiliated Compar 


Home office of Aetna Life Affiliated Companies at Hartford, Connecticut, in a beautiful setting. 


By PHILIP DOBBS 


N VIEW OF THE UNCERTAINTIES existing today in 
i business and the present state of the securities 
markets, it seems advisable to review the results of 
some of the leading fire and casualty insurance com- 
panies. Volume of premiums written by fire insur- 
ance companies established a new high record last 
year, and a 10 percent gain is anticipated this year 
due to rising values of real estate and other insur- 
able property, forcing policyholders to increase their 
coverage. Increased production will also play its part 
if the present volume of strikes subsides. 

With premium volume rising to new peaks, the 
amount of funds available for investment is also 
reaching new highs. The net investment income of 
fire insurance companies, therefore, should continue 
to increase gradually despite mounting expenses. If 
the long-term trend of the market is still upward, 
companies with relatively large holdings of com- 
mon stocks should continue to benefit. 


Fire Underwriting Unprofitable 


Prospects would be more favorable were it not for 
underwriting conditions, particularly in fire insur- 
ance. Fire losses in the United States in May were 
$46,094,000 as compared with $34,153,000 in May 
1935, an increase of 35 ner cent but a decrease of 
11 per cent from the $52,153,000 reported for April 
1946, according to estimates released by the Na- 
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tional Board of Fire Underwriters. Estimates are 
based on incurred losses under fire insurance policies 
reported by member companies of the National 
Board, including an allowance for unreported and 
uninsured losses. For the first five months of 1946, 
fire losses were estimated at $243,066,000 compared 
with $199,301,000 in the like period of 1945, an in- 
crease of approximately 45 per cent. These factors, 
together with low premium rates in effect, have con- 
tinued to make fire insurance underwriting unprofit- 
able. Fire losses in the United States have been 
increasing since the winter of 1942. Total of $455,- 
300,000 was the highest since the $502,000,000 re- 
ported in 1930, and based on figures reported thus 
far for 1946 promise to exceed the 1930 total. 
Reasons for the adverse trend include: inefficiency 
of fire departments due to manpower and equipment 
shortage, new personnel, etc., carelessness, lessened 
maintenance and care of property because of high 
labor costs and inefficient labor, economic turmoil 
resulting in more arson, increased juvenile delin- 
quency, and general laxity. 

While the future is unpredictable, there is no in- 
dication that losses will soon turn downward, despite 
gradual expansion of fire departments and improve- 
ments in equipment. The steady increase in fire 
losses after the first world war from less than $200,- 
000,000 in 1915 to $562,000,000 in 1926 may be 
significant. 
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Automobile insurance, which is second in import- 
ance, was distinctly unprofitable in 1945 as a result 
of deterioration of automotive equipment and high 
cost of repairs and replacements. Although rates 
have been boosted, substantial losses are likely for 
1946 according to present indications. 

Premium volume of the casualty and surety insur- 
ance companies is still establishing successive new 
records. Rate of gain was approximately 7 per cent 
in 1945 and further gain is anticipated for 1946. 
Workmen’s compensation insurance should hold up 
well once the current wave of strikes subsides, auto- 
mobile lines will continue to gain as new car produc- 
tion is stepped up and coverage is increased, and 
other lines should reflect the high level of business 
activity. 

Underwriting profits in the casualty-insurance 
field, however, are levelling off. Net profits in 1945 
were lower than 1944; however some companies will 
greatly benefit by repeal of the excess profits tax. 

Greater frequency of accidents will probably re- 
sult in substantial net losses on automobile lines, 
despite the resumption of higher peacetime rates. 
Accident and health insurance should continue to 
produce good profits. Fidelity and surety lines have 
been satisfactory despite rise in defalcations and 
surety losses are estimated to increase. Underwriters 
are being careful about burglary rises in small coun- 
try towns, due to lack of sufficient protection. 

Government securities bulk large in the port- 
folios of the casualty insurance companies and other 
holdings consist largely of conservative situations. 
No change is expected since the large underwriting 





i Compo TISks to which the companies are exposed, deter the 
| taking of any additional risks in the investment ac- 
count. Despite the large volume of invested funds 
relative to capital, therefore, per share gains in 
are | portfolio values will continue to be moderate and the 
icies | upward trend of net investment income will con- 
‘onal | tinue to be gradual. 
and : 
946, Individual Company Operations 
wn Aetna (Fire) Insurance Co: Report for 1945 3 
tors, | Showed a combined underwriting loss of $1,137,291 
con- | as compared with $1,468,646 in preceding year. 
-ofit- | Other income including $1,692,633 interest and 
been | rents (net) $111,627 net realized on investments 
155,- | and $2,885,370 net gain in value of investments 
) re- | resulted in a combined gain for the year from all 
thus | sources of $3,552,339 as compared with $1,953,883 
otal. | in preceding year. Liquidating value per share in- 
ency | creased to $66.17 from $61.21 a year earlier. 
nent | American Surety Co.: Accident and claim frequency, 
ened | principally in connection with auto liability risks, 
high | increased in 1945, hence underwriting net allowing 
moil | for the equity in increased premium reserves. fell 
elin- | sharply. Investment net was lower, because of the 
smaller return on increased holdings of Government 
o in- | securities. With no excess profits taxes incurred in 
spite | 1945, taxes were considerably smaller and permitted 
rove- 
fire 
200.- Recent hotel fires and St. George pier fire point 
mag to continuation of fire loss trend. Shown here 
y be is Brooklyn fire at New York Dock Co. warehouse. 
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a gain in combined operating earnings. Consolidated 
earnings, however dropped sharply. 

Current conservative policies under which funds 

realized from the sale of equities are being placed 
in United States and Canadian Government bonds 
suggest that net investment income may show 
further declines this year. 
Continental Insurance Co.: Despite mounting fire 
losses for country as a whole, good diversification 
of the company’s risks was reflected in a marked rise 
in both parent company and consolidated underwrit- 
ing earnings in 1945, contrary to the general trend. 
Meanwhile, new peak levels were reached in invest- 
ment earnings. In annual report for 1945 premiums 
earned totaled $29,019,663 against $26,936,558 in 
1944 and underwriting profit after losses incurred 
and expenses aggregated $1,611,661 as compared 
with $653,870 in preceding year. Interest, dividend 
and rents totaled $4,999,699 for a combined gain 
of $6,611,361 against $5,496,599 in the preceding 
year. Foregoing figures do not include realized gain 
on investments or increased value of investments. 

Realized gain on investments totaled $485,035 
against $388,252 a year earlier while increase in 
value of investments totaled $18,628,118 as com- 
pared with $11,303,601. Foregoing figures were be- 
fore deduction of Federal income taxes of $1,429,- 
221 in 1945 and $886,307 in 1944. 

Fidelity & Deposit Co.: Combined operating earn- 
ings were the largest in the history of the company 
as a result of continued low loss and expense ratios, 
resulting in a maintained high level of net under- 
writing earnings in 1945. Premiums earned in 1945 
amounted to $10,793,300 as compared with $10,- 
814,254 in 1944, losses incurred were $2,045,200 
against $1,933,203 and other underwriting expense 
totaled $6,847,954 against $5,927,353 a year 
earlier. However, in spite of decreased premiums 
and increased expenses and losses incurred, com- 
bind underwriting gain increased to $1,809,778 
against $1,804,475 in 1944 due to no tax liability 
being incurred. Net interest and rents aggregated 
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$675,755 against $556,319 a year earlier, net 
realized profit on investments was $218,945 against 
$120,313, and net gain in value of investments 
totaled $522,590 against $321,378, resulting in a 
combined gain, including underwriting gain for 
1945, of $3,227,068, before $995,043 federal income 
taxes, as compared with $2,802,484 in 1944. 
Fidelity-Phenia Fire Insurance Co.: Continuing its 
outstanding performance in the fire insurance field 
this company reported an increase in net underwrit- 
ing profit in 1945. Premiums earned for year ended 
December 31, 1945 amounted to $22,910,959 as 
compared with $20,761,980 in 1944. Losses incurred 
were $13,411,300 against $12,140,064 in preceding 
year and expenses totaled $8,843,883 against $8,- 
392,889. Underwriting profit for the year 1945 
amounted to $655,776 against $229,027 in 1944. 
Interest, dividends and rents amounted to $4,130,- 
720 against $4,048,740 and combined gain, includ- 
ing underwriting profits, but excluding realized in- 
vestment gain, and gain in value of investments was 
$4,786,496 before income taxes against $4,277,767 
in preceding year. Realized gain on investments in 
1945 amounted to $625,617 compared with $299,- 
350 a year earlier and gain in investment value 
was $17,929,510 against $10,164,632 in preceding 
year. 


Individual Companies Analyzed 


Great American Insurance Co.: Although upward 
trend in fire losses has adversely affected parent 
company underwriting net, results were a little 
better than 1944. Results showed a decline on a 
consolidated basis. Net over-all consolidated under- 
writing results should remain profitable, aided by 
earnings from the indemnity company. Premiums 
earned by the company for year ended December 31, 
1945 amounted to $20,487,828 as compared with 
$19,376,109 in 1944. Losses incurred were $11,580,- 
489 against $10,928,509, underwriting expenses 
were $9,000,814 against $8,738,624 and combined 
loss aggregated $54,898 as compared with loss of 
$335,778 in preceding year. Net interest and rents 
totaled $2,053,252 against $2,112,904 in preceding 





year, realized investment gain was $177,429 against 
$8,023 and net gain in value of investments was 
$7,181,745 against $4,497,056 a year previous. 
Combined gain from underwriting and investments 
totaled $9,357,528 in 1945, as compared with $6,- 
282,205 in 1944. Figures were before federal income 
taxes incurred, of $133,138 and $129,316 in re- 
spective years. 

Hanover Fire Insurance Co.: Reflecting further re- 
duction in rates, continued and mounting fire losses, 
and unsatisfactory automobile experience, under- 
writing loss increased over 1944. Net premiums 
written for year ended December 31, 1945, amounted 
to $9,773,300 as compared with $9,227,882 in pre- 
ceding year. Premiums earned were $9,159,749 
against $8,482,113, losses incurred amounted to 
$5,518,932 against $4,826,013 and other underwrit- 
ing expense $4,128,505 against $3,862,914 a year 
earlier, combined underwriting loss aggregated 
$478,731 against loss of $46,314 in 1944, Net in- 
terest and rents totaled $644,285 against $714,346 
net realized investment gain was $646,387 against 
$211,038 and net gain in value of investments 
amounted to $2,489,633 against $1,244,588 in pre- 
ceding year. Combined gain for year 1945 was 
$3,301,573 before federal income taxes of $102,757, 
as compared with $2,123,658 in preceding year. 
Hartford Fire Insurance Co.: Despite uptrend in 
fire losses underwriting profits of this high grade 
company continue to improve. For year ended De- 
cember 31, 1945, net premiums written amounted to 


$61,266,768 as compared with $54,479,465 in pre- | 
vious year and premiums earned totaled $55,979,- | 
966 against $51,280,034 in 1944. Losses incurred | 


were $29,651,849 against $27,892,833 and other 
underwriting expense totaled $23,919,260 as com- 
pared with $21,944,442. Combined underwriting 
gain amounted to $2,494,323 against $1,466,464 


in 1944. Net interest and rents for 1945 totaled | 


$4,469,154 against $4,254,658 in 1944, net realized 
gain on investments aggregated $131,306 against 
$95,798 and net gain in investment value totaled 
$4,547,680 as compared with $5,095,388. Combined 
gain from underwriting and investments was $11,- 


642,464 before $1,500,574 (Please turn to page 424) 
































Earnings Position of Representative Fire and Casualty Companies 
Premium Earned Liquidating 

Net Per Share* ($ million) Dividends Per Share Value 1945-46 Recent 

1945 1944 1945 1944 1946 to date 1945 1944 per Share Price Range Price Yieldt 
Aetna (Fire) Insurance .......... $4.01 $3.25 $32.9 $29.0 $1.40 $1.80 $1.80 $79.08 61%4- 4712 $53 3.4% 
Continental Insurance ............ 3.17 2.82 29.0 26.9 2.00 2.00 : 2.00 65.20 63 - 46 55 3.6 
Fidelity & Deposit .................. 24.26 20.72 10.8 10.8 2.00 6.00 6.00 204.83 181-155 181 3.3 
Fidelity-Phenix Fire Ins. .......... 3.33 3.12 22.9 20.7 2.20 2.20 2.20 72.20 70 - 50 58 3.8 
Great American ..............000 2.23 2.29 20.5 19.4 -90 1.20 1.20 45.67 36 = 28% 30 4.0 
Hanover Fire ...............-:ssseseee -86 1.56 a1 8.5 -90 1.20 1.20 44.20 32V4- 25% 30 4.0 
DAP TTOT EE FED ccncceccnenpeessicsnnccse 9.30 6.76 55.9 51.3 2.00 2.50 2.50 137.54 128Y2-100% 126 2.0 
Home Insurance ................. 2.37 1.56 69.4 63.7 -60 1.20 1.20 38.69 34V4- 25% 30 4.0 
National Fire 1.29 def.22 20.5 19.1 1.50 2.00 2.00 97.37 71 «= 542 64 3.1 
Travelers Insurance ................ 71.55 36.61 99.6(a) 97.6(a) 8.00 ~ 18.00 16.00 1,054.63 673 -538 670 2.7 
U. S. Fidelity & Guarantee...... 4.55 3.82 45.2 44.1 1.00 1.50 1.50 46.45 53 - 38/2 48 3.1 
* After federal income taxes, and consolidated. t Based on 1945 Dividend. (a) Accident Department. 
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vs ith | ibiliti 
hy —with leverage possibilities 
i. 
1 in 
ak By MAGAZINE OF WALL STREET STAFF 
hod , W: HAVE SELECTED a list of six stocks with lever- can Crystal Sugar, Illinois Zine and Pharis Tire 
pre- : age possibilities, and while these could not be and Rubber speak for themselves. 
979,- called leverage stocks by a strict definition of the Illinois Central R.R 
coat a word, nevertheless some of these are leverage stocks she ict _ 
sine by virtue of capital issues senior to the common Illinois Central R. R. has greatly reduced its 
ite stock outstanding, while the others attain their lever- funded debt in the last few years, and is now en- 
iting age through a small amount of capital stock out- gaged in refunding of its near maturities. Fixed 
3.464 standing. Illinois Central R. R. is a leverage stock charges have been greatly reduced and will be re- 
hala in the strict meaning of the word and if the current duced still more in the near future. Unification of 
Food wave of strikes subside, should greatly benefit as a leased and controlled roads has been proceeding 
ainst | result of the increased traffic and taking into account — rapidly under company’s plan to consolidate all lines 
bela the other factors involved. Mead Corp. is also a owned and controlled, in order to create an overall 
baad true leverage stock and should greatly benefit by first and refunding mortgage on the entire system. 
$11,-| increased business, as well as by its present expan- Stockholders on January 16 last approved creation 
424) sion and the effect of repeal of the excess profits tax of a new open-end mortgage and issuance of bonds 
has already been demonstrated by first quarter re- thereunder of not in excess of $180,000,000 at any 
sults. The relatively small capitalizations of Ameri- one time. Total funded debt at close of 1945 ag- 
THE PHARIS TIRE & RUBBER CO., ILLINOIS CENTRAL R. R. 
" : so 300 30 
eldt BARS - NET SALES . ‘a BARS - NET SALES 
2 LINE - NET INCOME S 2 LINE - NET INCOME 2 
4% < Nn 400 = a 240) 24 < 
6 # 8 Q 3 
a uw a 
3 ca 300 O 5 180) Bu 
8 po a 2 he 
-0 5 6 200 5 g 120 129 
.0 | 3 = =] 
.0 ? x 53 
» 3 100 + z 60 is 
ai < z 3 $ 
1 “ = 
7 1938 1939 194019411942 :1943 19441945 wer vee snare (1938 «(19391940 194119421943 19441945 
1 NET PER SHARE =—-.2.07 2.27 06 1.07 54 o5 197 68 Ov. PER SHare = -O8B 90 43 6.95 1752 1768) «1198 7.58 
rene: “Gor 1S 4s is’ “Son "30° == £0 
| 
JULY 6, 1946 393 




















gregated $256,934,000 as compared with $377,- 
919,000 at close of 1935. Net profit for 1945 
totaled $11,406,301 equal after dividend require- 
ments on the 186,457 shares of 6% non-cumulative 
preferred stock, to $7.58 a share on 1,357,995 shares 
of common stock, as compared with $17,385,616 or 
$11.98 a common share in 1944, In spite of the 
sharp drop in revenues due to termination of the 
war, and increased expenses, net income for to 
months ended April 80, 1946 was $2,155,000 or 
$1.31 a common snare against $6,974,000 or $4.86 
a common share in first four months of 1945. Gross 
was $68,390,000 against $85,509,000. Net working 
capital at end of 1945 totaled $50,543,000 against 
$31,308,000 at close of 1944. In view of consolida- 
tion plans, increased cost of new equipment and cost 
of acquiring stock in the Pullman Co. which would 
require approximately $28,000,000, company tem- 
porarily postponed plans to call for redemption 
$35,000,000 of 4 and 5 per cent refunding mort- 
gage bonds. In view of the strong financial condi- 
tion of the railroad, a rate increase promising to 
offset increased labor and material costs, and 
strengthening of the corporate structure, the com- 
mon stock at recent price of 39 offers excellent 
chance of price appreciation in the near future. No 
dividends are being paid on the common stock. High 
for the year was 451% and low was 32. 


Mead Corp. 


As a result of recent refinancing of bonded debt, 
$12,000,000 of 3 per cent first mortgage bonds be- 
ing issued to refund $8,000,000 of 31 per cent 
bonds privately held, substitution of 70,000 shares 
of 4% per cent cumulative preferred stock (par 
$100) for 86,390 shares of $6.00 and $5.50 pre- 
ferred, and new issue of 101,056 shares of 4 per 
cent cumulative convertible, second preferred shares 
(par $50), this company”’has been provided with 
greatly increased capital, with a relatively small in- 
crease in annual fixed,charges and preferred divi- 
dend requirements (less than $200,000). Net pro- 
ceeds of this financing amounting to approximately 
$7,000,000 will be applied to financing of the com- 
pany’s interest in Macon Craft Company (60 per 
cent owned by Mead and 40 per cent by Inland Con- 


tainer Corp.), engaged in constructing and operat- 
ing a new kraft board mill at Macon, Ga., and the 
remainder for enlargements, improvements and mod- 
ernization of present plants. Working capital was 
strong at close of 1945, amounting to over $10 mil- 
lion. Included in current assets were marketable se- 
curities carried at cost of $558,435 with market value 
of $1,593,750 at close of the year. Since the first 
of the year, the corporation, in addition to forma- 
tion of Macon Kraft Co. has acquired the Colum- 
bian Paper Co. by exchange of stock. Acquisition 
of Columbian Paper increased capacity of uncoated 
book papers by 35 tons daily, and soda pulp by 95 
tons daily capacity. Products produced by the 
company consist of white papers 75 per cent of 
sales, paperboard 20 per cent, and chestnut and 
bark extracts 5 per cent. Approximately 40 per 
cent of the white paper produced is of publication 
grade. Other white paper products include book 
and lithographic grades, bond and writing papers, 
printing bristol boards for general advertising pur- 
poses, index bristols, used tor filing systems, office 
forms, postcards, etc. Also of importance is complete 
line of standardized coated and uncoated papers 
for high-grade commercial printing. Specialty 
papers include hanging papers, label, envelope and 
waxing papers. Paperboard plants have combined 
annual capacity of 142,000 tons of chestnut corru- 
gating board and liner board. Company is largest 
manufacturer of tanning extract in the country, 
annual capacity approximating 280,000 barrels, 
however this line has not been too profitable due io 
the obdurate pricing policies of the OPA, forcing 
the company to close two of its plants engaged in 
this process. 


Earnings of Mead Corp. were affected by the 
war, due to low prices for paper, higher costs and 
the excess profits taxes, declining from $2.66 a 
common share in 1941 to $0.89 a common share in 
1943. For 1945 net income was $1,190,646, or 
$1.06 a share on 693,613 common shares, as com- 
pared with $1,137,831 or $0.99 a common share in 
1944. Mainly as a result of termination of the ex- 
cess profits tax, net profit for the 12 weeks ended 
March 23, 1946 amounted to $574,490 or $0.68 a 
commond share, as compared with $247,120 or $0.21 
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a common share in like period of preceding year. 
Earnings for the first quarter of 1946 were 
greatly improved as a result of lifting of the excess 
profits tax and the removal of restriction on pro- 
duction of quality papers which were restricted 
during the war. Continued improvement over the 
balance of the year should be shown as a result of 
these factors, and earning power will be helped by 
the acquisition of Columbian Paper Co. Recent 
price of 2414 compares with a high of 305, and a 


low of 19% for 1946. 
American Crystal Sugar 


This company, one of the largest domestic pro- 
ducers of beet sugar is in a favorable position to 
venefit from lessening of competition from other 
previously more profitable crops and increased beet 
sugar acreage. Company operates eight active 
mills with daily beet-sticing capacity of 15,000 tons. 
Landholdings, exclusive of factory sites, total 23,- 
313 acres of which 16,453 acres are farmed. A new 
modern beet sugar factory is under construction at 
Moorhead, Minn., and will be completed in time for 
the 1947 beet crop. Earnings per share since 1934 
ranged from a low of $0.19 a share in 1939 to a 
high of $3.91 in 1937, while dividends have been 
irregular. Net current assets of the company in- 
evensed from $5,300,000 in fiscal year ended March 
31, 1936 to $12,736,000 in the 1946 fiscal period. 
Earnings for year wave March 31, 1946 were 
$885,037 or $1.87 a share on the 363,966 com- 
mon shares outstanding after preferred dividend re- 
quirements, as compared with age ie or $1.00 a 
common share in preceding year. Recent refunding 
of the preferred stock from 6 per cent to 414 per 
cent should increase common earnings by better 
than 25 cents a share. The unexchanged preferred 
stock has been called for redemption. Increased 
production of beet sugar and the present strong 
position of the industry make prospects for this 
company favorable. Recent price of the common 
stock of 27144 compares with a low of 244 and 
high of 3214 for 1936. Equity per share at close 
of last fiscal year was $48.81 per share. Company 
has no funded debt. As of March 31 last, out- 
standing preferred totaled 64,198 shares and there 
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were 363,966 common shares outstanding. Net 

sales in 1946 fiscal period were $14,642,000 against 

$14,361,000 in preceding year and compared with 

peak since 1936 of $21,920,000 in 1943 period. 
Iinois Zinc 

Company is engaged in mining and concentrating 
zine ores, and fabrication of zine metal. Owns 
modern rolling mill at Chicago, Illinois and an older 
mill at Peru, Illinois. Mill at Peru has been en- 
gaged principally in rolling zine sheets for export 
to Turkey, Portugal, Egypt, Sweden, etc. and 
company anticipates increasing export demand for 
its products as sheet zinc is generally used in many 
European countries in large quantities for building 
requirements: roofing, gutters, downspouts, ete. 
Zine requirements continue well in excess of pre-war 
levels and consumption of this metal has been grow- 
ing steadily. Between 1932 and 1939 zine con- 
sumption rose 200 per cent as against 110 per cent 
for copper and 96 * r cent for lead. Large demand 
in building and other industries will continue for 
Brass (30 per cent zinc), galvanizing, die castings, 
rolled zine for dry batteries and jar tops, weather- 
stripping, photo engraving a lithographing 
plates, in the electrical industry for fuses, and the 
automotive business for name plates, grilles, and 
stampings. 

New zinc alloys developed through research pro- 
gram carried on for the company by the Battele 
Memorial Institute are being used in small quanti- 
ties by customers for experimental purposes and re- 
sults are highly satisfactory. Since war restrictions 
have been lifted, company expects to increase pro- 
duction of these new alloys which are opening up 
new and interesting fields for rolled zine fabri- 
cating. Research program is continuing in en ef- 
fort to find additional new alloys and uses for zine. 

Mining subsidiaries of the company have sub- 
stantial ore reserves and new ore bodies are being de- 
veloped. Concentrated mill of Peru Mining Co. at 
Deming, New Mexico, has capacity to treat 1,000 
tons of ore per day, and company processes sub- 
stantial quantities of zinc-lead ores mined by other 
operators in the southwest, in addition to ores pre- 
duced by company’s (Please turn to page +22) 
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Conditioning 


Ready... 
To Make Money? 





By FRANK R. WALTERS 


A SHARP UPTREND IN INDUSTRIAL and consumer 
demand for airconditioning equipment in near 
prewar years tended to confirm long cherished hopes 
of this industry that its growth potentials were be- 
coming realistic. Outbreak of war, of course, inter- 
rupted production for civilians, but volume soared 
under the spur of military needs. Optimists now 
predict an unprecedented upsurge in demand from 
all directions for air-conditioning, likely to become 
insistent for many years. Big question, however, is 
whether specialists in this field can capitalize on the 
expanding opportunities, to establish better earn- 
ings than a rather drab record for the past three 
decades might suggest. In a search for an answer, 
the pros and cons must bear inspection rather than 
mere acceptance of well based enthusiasm. 
Technical control of the atmosphere in the fac- 
tory, home and transportation, producing desired 
heat, cold, humidity, dryness, purity or flow as- 
suredly offers unlimited possibilities for manufac- 
turers skillful enough to achieve these goals, pro- 
vided always that practical factors of design and 
price are satisfactory. Trouble in the past has been 
that while inventiveness has long proved its ability 
to control variations in air characteristics, the means 
provided have been highly individualized and their 
costs to the buyer a restrictive factor. Hence while 
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Tremendous growth in Air Conditioning 
installations is anticipated for existing 
buildings as well as new construction. 





increasing popularity due to satisfactory usage has 
broadened the markets for air-conditioning equip- 
ment and marked the industry with consistent 
growth aspects, earnings of manufacturers gener- 
ally were unimpressive during prewar years, and 
for a number of reasons, some of which we will 
presently explore. 

During five years of warfare, however, many 
factors arose to place the industry in a new and en- 
couraging light. Crowded factories throughout the 
land, working overtime under the stress of military 
production, rapidly turned to air-conditioning as 
an essential to promote health and efficiency among 
their weary workers. Enforced black-out regulations, 
also tended to restrict normal ventilation to such an 
extent that artificial cooling and purification of air 
became an absolute necessity. Along with the tre- 
mendous expansion in shipbuilding sprang up an 
unprecedented demand for atmospheric control 
below decks, not only for submarines but in the 
galleys and turrets of battle ships, while refriger- 
ator, hospital and transport vessels all required 
specialized air-conditioning equipment. 

As a result of pressure to supply these broad 
demands, capacity of the industry was about doubled 
in wartime, while over-all volume soared from just 
under $100 million in 1940 to a wartime peak of 
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near $500 million. Experience of various manufac- 
turers as to net earnings followed rather closely the 
pattern evolved by all makers of durables during 
the war. That is to say, they became moderately 
satisfactory, better than in prewar by a good deal, 
but held down by renegotiation and excess profits 
taxes to a level quite inconsistent with. the large 
volume gains achieved. But through retentiof of 
these profits in the business, and by financing in the 
easy money markets, some of the leading concerns 
have been able to approximately double their work- 
ing capital, thus solving a problem which had been 
a serious handicap for years prior to Pearl Harbor. 
And as has been mentioned, plant capacity has been 
expanded on a scale which will come in very handy 
if the tremendous postwar demand now widely 
heralded lives up to expectations. 


Technological Progress Noted 


But perhaps more important than improvement in 
financial status for this industry during the past 
few years, scientific discoveries emanating under the 
stimulus of military production for a few short years 
have tended to offer much of promise for the in- 
dustry in viewing near term prospects. In other 
words, technological improvements in methods and 
processes of air-conditioning are said to have ad- 
vanced the industry a full decade in its struggles to 
win customers with better designed, more efficient 
and lower-cost equipment. Whether or not this will 
result in wider profit margins for the manufacturers 
remains to be seen, but assuredly it should be a 
hopeful factor in stimulating volume, the prime 
essential in cost controls. 

One basic difficulty facing manufacturers of air- 
conditioning equipment for years prior to War II 
was that their operations were poorly integrated, 
and that when industrial installations particularly 
were involved, the complicated equipment was more 
or less tailor-made. In the course of filling some 
large contracts, as many as 300 outside concerns 
were called upon to furnish such parts as fans, 
blowers, condensers, piping and motors. Engineer- 
ing rather than managerial skill hence dominated 
operations, patents curbed widespread competition, 
economical assembly costs were hard to achieve, and 
both original prices and service charges added up 
to a good deal of money. Operational problems ac- 
cordingly were more than usually acute, and as the 
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business is highly sensitive to cyclical influences, for 
long periods in even semi-depressive years, it was 
difficult to sustain volume above the break-even 
point. Hence earnings remained spotty or even in 
the red for the industry. 

But as a result of hard earned experience, more 
favorable operating conditions may now change the 
picture. The older concerns in the industry, such 
as York Manufacturing Co. and Carrier Corpora- 
tion, together accounting for nearly half of total 
sales in prewar, have been put on their toes to meet 
growing competition, and to streamline operations 
more nearly on a mass production basis, in order to 
standardize output and accelerate a much needed 
trend towards lower prices. Fortified as they now 
are with ample working capital and enlarged fa- 
cilities, and favored with prospects of annual volume 
more than double that of prewar for a number of 
years to come, it is possible that the industry may 
be emerging into an era of very good earnings at 
long last. Now that a long maintained patent pool 
has been dissolved by the Government in the past 
year, competition already expanded by advent of 
many strong corporations like General Motors, 
Chrysler, Westinghouse, Borg Warner and Nash- 
Kelvinator into the field will tend to broaden still 
further. Specialists like York and Carrier, therefore, 
must and will be alert to get their share of expand- 
ing volume potentials, as never before, and that 
they may succeed is a pretty good bet. 

From many sources have sprung up glowing esti- 
mates of latent demand for air-conditioning equip- 
ment of one kind or another, including requirements 
for commercial refrigeration, the latter closely allied 
in operations of many specialists in the field under 
discussion. Soberly inspected, some of these surveys 
rather clearly indicate that, aside from household 
refrigerators, large scale industrial installations of 
refrigerating equipment or air-conditioning, plus 
consumer demand for room coolers and home 
freezers, may involve annual outlays of around $300 
million for five or ten years to come; this would be 
about triple the prewar volume. In support of this 
premise, the growing trend towards modernization 
and the struggle to increase man-hour output war- 
rants expectations that nearly every form of indus- 
‘ry will employ atmosphere control as a practical 
measure. Practically all of the modern passenger 
cars for the railroads are being air-conditioned, and 
rumors are that auto- (Please turn to page +21) 























Comparative Positions of Air Conditioning Manufacturers 











Figures are in thousands of dollars—————— Dividends Current Price | 

Gross Sales Net Income Working Capital Net Per Share 1946 to Earnings | 

1945 1941 1945 1941 1945 1941 1945 1944 1941 date 1945 Price Ratio | 

Carrier Corp. ................ $29,287 $14,883(a) $386 $516(a) $6,901 $4,175 $.54 $2.73 $1.31(a) Nil Nil $29 53.6 
Servel 47,568 29,162 1,464 2,737 16,277 12,928 ota -96 1.53 Nil $1.00 20 27.8 
Trane 9,768 7,167 401 522 1,725 1,584 1.52 1.55 1.98 $.50 1.00 36 8623.6 | 
| 

York 38,365 19,817 949 1,202 14,114 9,072 1.02 .78 1.25 -30 30 25 24.5 
} 

(a) For 10 months to Oct. 31, 1941 7 | 
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By FREDERICK K. DODGE 


gpg 1946 FINDS many investors burdened 
with doubts as to the course they should chart 
for themselves during the uncertain six months 
period ahead. Not much wonder, considering all the 
cross currents of opinion and conjecture as to what 
may happen in the economy between now and New 
Years, and what effect potential developments might 
have upon stock market prices, for better or for 
worse. Individual portfolios, aims and circumstances 
vary so endlessly that any attempt to narrow ad- 
vice into a rigid groove, serviceable to investors 
generally, would be a very unwise undertaking..For a 
restricted segment of the investing public, however, 
consisting of individuals who would prefer to play 
safe, rather than to run the risk of perhaps havirg 
to feel sorry during approaching months, it is pos- 
sible to point out rather broadly a few cautious 
steps which might be taken to support confidence 
until the air clears more fully. But even here, the 
reader’s native intelligence must be the determinant 
factor when definite action is taken. 


After more than four years consistent uptrend 
in a bull market, current values of nearly every 
portfolio show a substantial or even spectacular 
profit, regardless of the quality of its component 
shares. Under the inflationary pressures bred of war- 
time prosperity and an unprecedented upsurge in 
investible funds, share prices have been pushed up 
to levels sometimes totally inconsistent with basic 
considerations and generally attuned to the theory 
that for years to come any downward trend in quo- 
tations would soon be halted by an inrush of idle 
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capital hungry for even a relatively meagre return, 
that is, compared with prewar. But sound as this 
premise may be from the angle of prolonged un- 
balance between the supply of investments and un- 
employed funds, many sound thinkers agree with 
Mr. Emil Schram, president of the New York Stock 
Exchange, that quotations on the Big Board merely 
reflect changing economic conditions. 


Factors Affecting Portfolio Policy 


Quite evidently, judged by Mr. Schram’s defini- 
tion, the drastic upheaval in the early 1946 economy, 
despite all the tragic strikes, interrupted produc- 
tion and frequent company losses, has been broadly 
construed by investors as mere labor pains herald- 
ing the birth of eventual record breaking peacetime 
prosperity. The stock market has boomed in over- 
looking current unpleasant factors to discount longer 
term brilliant potentials, carrying both speculative 
and prime investment issues upward on its strong 
wings. Confidence runs high that with full employ- 
ment at top wages to support purchasing power, 
industrial volume and profits will be the gainers 
when price curbs are eased and all-production be- 
comes realistic. 

But unfortunately, not all investors feel so com- 
fortable in scanning the outlook, particularly for the 
next six months, and it might be added that many 
professional students share their feeling that per- 
haps the time is ripe for action of an unusually 
conservative, type. For a certainty, profit taking in 
the current enthusiastic market would nail down 
long built up gains, or portfolios could be revised 
constructively to confine reliance upon industries 
with an apparently clear road ahead. Irrational 
caution cannot be attributed to investors spurred 
by such considerations, especially as numerous im- 
portant uncertainties loom up to cloud the economic 
picture in near term months. The secondary wave of 
small strikes now in progress could seriously hamper 
many large concerns dependent upon suppliers for 
essential parts, and for many months to come. And 
in the wake of the current furious battle over OPA 
may emerge an inflationary upswing which will lead 
to another round of major strikes in the fall. Lastly. 
upon the outcome of the Fall Elections may depend 
the entire stability of our vaunted Free Economy. 
Above all, it is the totally unpredictable factors 
which often stimulate the more important interim 
or major swings in share prices. 

As previously hinted, it is impossible to devise a 
formula in detail which might relieve the anxiety 
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of all investors bothered by the numerous uncer- 
tainties on the horizon. Considerations of possibly 
reduced income, reluctance to pay income taxes upon 
realized profits if shares are sold, or fear that a con- 
tinued upward trend in share prices might make 
eventual replacements costly, all are valid handicaps 
to progress in taking action of any sort, according 
to individual set-ups. But in weighing these various 
factors, common sense and a little study may often 
find ways to offset the objections which crop up. 

Generally speaking, the current widespread ap- 
preciation in security prices offers perhaps a life- 
time opportunity to cash in at a substantial profit, 
allowing someone else to assume the risk of waiting 
for further possible gains. Regardless of whether ap- 
preciation or income has been the basic consideration 
in past portfolio adjustments, indubitably price 
gains have resulted in the majority of cases. Even 
allowing for the maximum Capital Gains Tax of 
25% on securities held for more than six months, 
the 75% net profit assured the tax payer would 
often equal income received for a long period of 
years, and chances are that most investors bought 
their shares prior to January 1, 1946. Profits taken 
on shares purchased within six months of sale, how- 
ever, would be fully taxable, radically changing the 
picture from the tax angle. 

Whether or not profits realized through sales of 
securities should be considered as sacred additions 
to capital account or more broadly construed as 
spendable income must be left to individual philoso- 
phies. This question has been a bone of contention 
among bankers, politicians and investors for years 
past, and may never find complete agreement. 
Despite the fact that the Supreme Court has backed 
up the Treasury Department in its contention that 
capital gains constitute taxable income, no blame 
can attach to individual 


this means, despite a more liquid position, some de- 
gree of income stability could be more readily 
achieved. 


Industrial Changes Noted 


Along broad lines, profit taking under current 
chaotic conditions might well embrace a policy of 
maintaining an abnormally strong position as to 
cash or its equivalent, so that should the market 
experience a broad decline for some reason within 
the next half year, funds would be available to build 
up a new portfolio according to circumstances which 
would unfold. This of course brings up the problem 
of on what scale an investor conceivably should 
liquidate his present holdings if decision led him to 
play safe for the time being. Here again, relative 
wealth and income factors of different individuals 
must temper the program. Where income from the 
securities is not essential, an unusual accumulation 
of even mere cash would not prove unduly restric- 
tive. But in cases where means are more limited, it 
is quote possible to compromise with the situation 
along somewhat less radical lines. For example, sup- 
pose that half of the securities in a portfolio were 
sold at a good profit, the proceeds could either be 
held with an eye to averaging down costs if the op- 
portunity should present itself, or partially rein- 
vested in Government bonds plus a carefully selected 
portion of relatively depression proof prime equities 
or preferred stocks. 

But if such a course were adopted, the cautious 
investor would do well to scan his portfolio with 
keen eyes before taking action, that is if genuine 
conservatism is the prime motivation. Interestingly 
enough, a wide divergence in earnings trends has 
developed among different industries during the first 
half year, so that (Please turn to page 423) 
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: R Preferred Stocks Paid 9 to date Recent : Dividend 
conservin g a l l net Since Net Dividend Dividend Price Yieldt Earned 
profits they may win, Bristol-Myers 334% Cum. Pfd. .......... 1945 $33.30 $.933%4 $2.81% $113 3.3%* 8.8* 
after the income tax Celanese $4.75 Ist Pfd. oo... . 1944 21.75 4.75 3.56% 107. 4.4 4.6 


collector takes his toll. 








On the other hand, 
numerous investors in 
every classification of 
affluence experience no 
twinge of conscience in 
tabbing part or all of 
their capital gains as 
spendible income. It all 
depends upon indi- 
vidual circumstances 
and points of view. In 
adjusting programs as 
a temporary expedient 
for say six months to 
come, however, even the 
most hidebound conser- 
vatives might find it 
warrantable to add at 
least a portion of profits 
won to their household 
checking accounds. By 
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Corning Glass 32% Cum. Pfd. .......... 1945 47.70 1.6012 2.622 107 3.3* 13.6* 
DuPont de Nemours $4.50 Cum. Pfd... 1937 45.90 4.50 3.3712 130 3.4 10.2 
Philadelphia Electric 4.4% Cum. Pfd... 1942 59.49 4.40 2.20 119 3.7 13.5 
Sherwin Williams 4% Cum. Pfd. (a).. 1945 52.04 2.00 2.00 114 3.5* 13.0* 
Price- 

Earnings 

Common Stocks “ Ratio 
American Tobacco °"B""  ........ccscccssccsccse 1920 $3.69 $3.25 $1.75 $94 3.5% 25.4 
Consolidated Edison ...................cccsssscsses 1893 1.65 1.60 -80 34 4.7 20.6 
Firestone Tire & Rubber ....................0. 1924 7.42 2.56 1.75 71 3.5 9.6 
General Foods 1922 2.36 1.60 1.00 52 3.1 22.0 
Jewel Tea ... 1928 2.33 1.50 -70 52 2.9 22.3 
Macy, R. H. 1927 2.73 1.60 2.20 56 2.9 20.5 
NRIRI RIN fonciic cass Sekiecesvasvasscaits dausueeacice 1939 2.31 1.10 60 48 2.3 20.7 
Monsanto Chemical .................::cccseeceeee 1925 3.49 2.25 1.00 168 1.3 48.1 
Montgomery Ward 1936 4.12 2.00 1.50 91 2.2 22.0 
Pennsylvania Salt Mfg. ...............:cssc00+ 1863 1.92 1.30 -70 46 2.8 23.9 
Quaker Oats 1906 6.18 3.00 3.75 111 2.7 18.0 
Reynolds (R. J.) Tob 1907 1.89 1.60 -70 49 3.3 26.0 
Safeway Stores 1927 1.59 1.00 -50 31 32 19.5 
Union Carbide & Carbon .................... 1918 3.00 3.00 2.25 114 2.6 38.0 
United Fruit (b) 1899 2.15 1.33% 1.16% 50 2.4 12.5 
Vick Chemical (c) 1933 2.02 1.00 85 4S a3 21.8 
Woolworth 1912 2.43 1.60 1.30 56 2.9 23.0 





(a) Offered in June, 1945. 


(b) Adjusted for 3-for-1 split in 1946. 
(c) Adjusted for 2-for-1 split in 1946. 


* Based on annual rate. 


t Based on 1945 dividend rate. 























Over-Optimism On Airlines? 


By W. C. HANSON 


A* TRANSPORTATION is so conspicuously a growth 

industry that there is little argument about its 
long-range profit potentials, but the question at the 
moment is whether the more immediate prospects 
may have been overdiscounted. To raise this point 
implies no bearishness on the industry or its equities, 
but calls, instead, for a general reappraisal of the 
situation in the light of latest developments. 

As the chart on page 401 indicates, airlines shares 
have been running well ahead of the general stock 
averages since early 1942, showing a particularly 
sharp spurt after V-J day. In recent weeks, how- 
ever, there has been some correction in share values, 
occasioned, in part, by the industry’s poor earnings 
performance for the first quarter of 1946. 

Analysis of operating data for that period brings 
some interesting facts to light. For one thing, de- 
cline in net was not caused by slackening operations ; 
quite the reverse is indicated. Passenger business— 
the backbone of the air transport industry showed 
a further expansion to 1,076 million passenger miles 
compared with 645 million miles in the 1945 inter- 
val, while revenue plane miles stood at 65 million as 
against 43 million a year before. The load factor— 
which measures utilization of equipment—was well 
maintained at 84.5% compared with 85.0% for the 
1945 quarter. 

Primarily responsible for the decline in net were 
enlarged operating expenses and heavy conversion 
write-offs on military aircraft. Another reason for 
the poorer earnings comparison is the lower passen- 
ger rate basis now in effect compared with the 1945 
period, a reduction in fares having taken place in 
May of last year. Present mail rates are also lower 
than a year previously, reflecting a cut effective last 
January 1. 

Because such factors have affected earning power 
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already, and will continue to do so in the months 
ahead, they merit further analysis and comment at 
this time. The rise in operating costs is attributable 
to several circumstances, chiefly, higher labor costs, 
training of new personnel, and increased flight ex- 
penses. The prevailing wage rate for the major air 
carriers is about 20% higher than a year ago, with 
a 48 hour wage in effect, despite the fact that work- 
ing hours have been reduced to 40 hours. 


Higher Operating Costs 


In anticipation of greatly enlarged operating 
schedules to come, the air systems have been recruit- 
ing and training large groups of personnel, so that 
by the end of March, employees of domestic lines 
totalled close to 86,000, compared with some 50,000 
at the end of 1945, a sizeable expansion for so short 
a period. Perhaps a more meaningful measure of 
personnel increase is the fact that there were 129 
persons employed for each airplane on domestic 
airlines, compared with 53 before the war, accord- 
ing to Air Transport Association. And, as the size 
of airplanes has increased but little by comparison 
(about 15% up to now) the effect on basic operat- 
ing costs can well be envisioned. 

As new equipment becomes more generally avail- 
able, this situation will improve, but it will not be 
materially relieved until 1947 or possibly 1948, when 
most of the fleetships now on order will be operating 
and producing revenue. The industry has also had 
its share of labor troubles, which, while not as acute 
as in other lines, centered about wage disputes for 
pilots and non-flight personnel, threatening a strike 
which could tie up air transportation completely. 
While this danger still exists potentially, it is con- 
sidered remote at this writing. 

The projected expansion in airlines’ fleets will 
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.nean not only more equipment and consequently en- 
larged carrying capacity, but more expensive planes. 
Domestic air carriers will be operating a fleet of 
about 1,200 planes by late 1947, according to best 
informed trade sources, or about twice the approxi- 
mately 610 planes on hand at the beginning of this 
year. The airlines are expected to spend about 
$335,000,000 for new transports and other equip- 
ment. Of this amount, roughly $260,000,000 is 
for new twin engine and four engine craft. The 
object is to replace DC-3s with the more efficient 
DC-4s, DC-6s, DC-8s, Constellations, Martin 202s 
and others. While this will broaden the earnings 
potentials of the carriers in the long run, it neces- 
sarily entails extraordinary expenses in the interim, 
which will take some time for revenue to offset. 

To finance this expansion, new security offerings 
are in prospect, which may mean important changes 
in the capital structures of some carriers. Whereas 
airline capitalizations have been relatively simple, 
consisting entirely of equities, the use of senior capi- 
tal will be more common from now on. Illustrative 
of this trend was the recent $80,000,000 financing 
by American Airlines, comprising equal amounts of 
3% debentures and 314% convertible preferred 
stock. 

With regard to revenue prospects, the lower rate 
structure now in force will eventually prove bene- 
ficial. For more than a decade, passenger fares have 
been progressively reduced, but each markdown has 
served only to stimulate passenger traffic substan- 
tially. In so competitive a market as passenger 
travel, comparative rates are important, particu- 
larly as regards differentials between air travel and 
Pullman type train service. Considering time saved, 
meals provided and other factors, it is cheaper to 
travel by air than by first class rail to many desti- 
nations beyond a 200 mile range. Present tariffs 
average 4.5 cents per mile, compared with 5.1 cents 
prior to May 1, 1945. But this, too, is a factor of 
long-term benefit but near term detriment, since 
demand for passenger space is high in relation to 
present capacity, and needs no rate inducements. 
at least not just now. 

Volume traffic of air express and mail will show 
sizeable gains, but these are 
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In the aggregate, therefore, prospects for revenue 
expansion are still excellent, as the industry is 
youthful and saturation is nowhere in sight. How- 
ever, the airlines are facing a period where revenue 
gains will not be so easily translated into immediate 
net profits, owing to rising costs and other adjust- 
ments. Not until the large fleets on order become an 
actuality and are producing substantially will sig- 
nificant earnings gains be evidenced. Present indica- 
tions are that it will be possibly a year before real 
results are forthcoming. Consequently, greater dis- 
crimination toward airlines equities is in order. It 
is becoming more apparent that not all operators 
will prosper alike in the growth period to come. The 
rising cost trend will test the marginal and weaker 
operators severely, and some may be eliminated in 
the process. 


In the strongest competitive position are the “Big 
Four”—American, Eastern, TWA and United, hav- 
ing survived the trials of the past, and established 
earning power. Prospects for the smaller carriers 
vary, as a trend toward mergers is already apparent. 
But if certain pending (Please turn to page 418) 





GROWTH IN AIRLINE REVENUES 











secondary in importance to 

passenger traffic, which con- a 
tributes about 75% to total Z 200 F 
operating receipts. Mail rates # ft | 
now approximate 45 cents o 140 
per ton mile for scheduled o (20 
carriers, while express aver- 
ages 27 cents per ton mile. Oo 80 
An increasing amount of first 7 -~ 
class mail is expected to travel . 

by air in the future, and ae 
cargo freight prospects are q 
promising, although air haul- > « 
age is feasible only for light, 

compact commodities, and 

items where perishabilitv or ° 
the time factor is a considera- 


tion. 


JULY 6, 1946 






“| 4000 
“| 3600 
3200 
2800 


2400 


BAR —- GROSS REVENUES 
LINE ~ PASSENGER MILES 


1 





1 


it 


1 


2000 


(Goo 


1 


1200 


rt 


800 


LINE = MILLIONS OF MILES 


400 


i 





1932 1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 





401 





































Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE Macazinr. or WaLL StreEt’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 
June 15 June 22 
40 Domestic Corporates 124.0 123.7 — 38 
10 High Grade Rails 119.2 1191 —.1 
10 Second Grade Rails 292.5 289.7 —2.8 
10 High Grade Utilities 99.6 99.6 
10 High Grade Industrials 105.0 1048 — .2 


10 Foreign Governments 133.2 1383.2 
Fundamentally, there has been little change in 
basic bond market conditions of late, so that bonds 
continue to take their cue primarily from day-to- 
day movements in equities. Thus, the recent un- 
settlement in stocks had its counterpart in the bond 
list, but at no time has there been any real pressure 
on bond prices. Such concessions as do develop are 
due more to slackened buying support rather than 


any great inclination to sell. 

Now that the second quarter of 1946 has passed, 
it can be viewed in retrospect as a substantial one 
for new corporate bond financing. New issues in this 
category were well over the $1 billion mark, com- 
pared with $470.4 million in the first 1946 quarter, 
and $743.2 million in the second quarter of 1945. 
It is noteworthy, however, that the increase was due 
entirely to industrials and utilities, as -rail financing 
fell just short of $200 million, as against $385.2 
million in the first quarter of this year and $366.5 
million in the second three-months interval of 1945. 

The decline in rail borrowing is attributed pri- 
marily to postponement of financing plans of the 
railroads pending rate action by the Interstate Com- 
merce Commission. Utility financing during this 
period was chiefly for refunding purposes, whereas 
a large proportion of industrial offerings was for 
“new money” purposes. 





In the preferred stock field, one of 





























































the salient developments is Electric 
MAGAZINE OF WALL STREET BOND INDEXES Bond & Share’s eee en Mosciisee 
150 a 300 of its plan to retire its $73,029,600 
3 7 a eas NA pa of preferred shares as required under 
fe 7X / the Holding Company Act. The 
2 140 A me plan provides for a cash payment of 
© / W > $70 per share as a capital distribu- 
z 10 FOREIGN GOVT. ns Oe ana ve tion, plus accumulated dividends. 
u 130 Vy . ww 200 Upon retirement of the preferreds, 
© yr" poteonstn™ a Bond & Share’s only outstanding stock 
£ Las ik, Ss matty deat will be its 5,250,857 common shares. 
gy '20r corporates P| 7 or oe 
. toe (7? 9 AMERICAN TELEPHONE & TELE- 
F a 10 HIGH GRADE RAILS —— GRAPH CO.: Announces a new issue 
q Ola p ore wee of 40 year debentures amounting to 
, i Ws pene sis AE sas airmail nian = $125,000,000 to be sold competitively. 
Taal ie e002 Refunding of the outstanding debt of 
° a & Bell System has been completed, with 
u 10 HIGH GRADE UTILITIES coupon rates generally brought down 
$ oo Ltt titi tit tii titi ttiiiit | fj | tl igo to 234 per cent. In May, Mountain 
a eee ae . States Telephone & Telegraph Co. 
me fine < floated $35,000,000 of forty year de- 


bentures at 25g per cent for a price 
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of 101.87. It is anticipated that the parent com- 
pany should do at least as well as Mountain States, 
barring a radical change in the market. Issue will 
be used to finance post war improvement and ex- 
tension program which will eventually involve the 
expenditure of $1,000,000,000. 


ARMOUR & CO.: Refinancing plan announced, in- 
volving issuance of two new preferred stocks to 
pave way for dividends on the common, and effect 
savings of $1,000,000 in interest and preferred divi- 
dent requirements. The company has registered 
with the Securities and Exchange Commission 500,- 
000 first preference shares of which 350,000 shares 
will be issued, and 350,000 second preference shares 
of which 300,000 shares will be issued. Plan will 
be submitted to the stockholders at a special meet- 
ing to be held July 17. Under the plan, the com- 
pany will offer the new first preferred to holders 
of the present 532,996 shares of $6 preferred in a 
ratio of 1.4 to 1, with 
a stated value of $100. 


R. R. and the Chicago, St. Louis & New Orleans 
Railroad Co. New bonds to be designated as Series 
A will carry a 34% per cent coupon and mature in 
1976. Holders of the prior lien bonds turned in 
will receive a cash payment in addition to the new 
bonds. Action by the Commission was deferred on 
issue of $35,000,000 first and refunding mortgage 
Series B bonds pending completion of other re- 
funding. 


GATINEAU POWER CO.: Expects to send out in- 
vitations soon for bids to be received July 9, for 
$55,000,000 of new first mortgage bonds (of which 
$45,000,000, to be designated as Series C, will be 
payable in United States funds and $10,000,000 
to be designated as Series D will be payable in 
Canadian funds) and $9,500,000 of sinking fund 
debentures payable in American funds. 


PHILADELPHIA ELECTRIC POWER CO.: Under- 
writing group offered 
$30,000,000 of 25 per 








Present preferred shares 
not exchanged will be 


Suggestions for Current Investment Funds 


cent first mortgage 
bonds due 1975 at 
102.567 to yield 2% 


retired at $140 per Recent Call Current : 
share, redemption price Bonds: Price Price Yield per cent to maturity. 
of $115 a share plus Amer. & For. Pwr. Deb. 5's, 2030......... $110 $106 4.5% Issue is part of com- 
$25 dividend arrears. Lehigh Coal & Nav. S.F. 3's, 1970... 106 105 3.3 pany’s refinancing pro- 
The 350,000 shares of N. Eng. Gas&Elec. Ass'n. Deb. 5's, 1950 101 100'//, 4.9 gram. 

new preference stock N. Pacific Ref. & Imp. 5's, C, 2047........ 108 =: 105* 4.6 

will provide for only Pittsb'gh & W. Va. Ist 4'/2's, 1958-60... 101 1024.4 KOPPERS COMPANY, 
250,000 shares of the Southern Pacific Deb. 4!/2's, 1981.......... 110 1004.1 INC.: Registered with 
$6 preferred and if ee ere the Securities and Ex- 
more than this number General Cigar 7% Cum. Pfd................. $174 NC. 40% chan ge Commission, 
is offered for exchange, Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 106 $110** 4.7 150,000 shares of new 
distribution will be on a Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 4.8 cumulative preferred 


pro rata basis. T’o avoid 


Pacific Gas & Elec. 5!/2% Cum. Ist Pfd. 


stock to be offered in 


fractions, distribution CLEC gE) aR SESS ele penne Gene peony N.C, 3.4 exchange for present 
will be to the nearest Union Pacific 4% Non-Cum. Pfd........... 117 N.C. 3.4 43/, per cent cumulative 
full share. The 300,000 Virginian Rwy. 6% Cum, Pfd. (Par $25) 43 N.C. 3.5 preferred stock on a 
shares of second pre- N.C.—Not Callable. *Not prior to July I, 1952. share for share basis, 


ferred will be sold to 
underwriters and will 








**To 10/1/46; thereafter at 105. 


and will carry a lower 
dividend rate. 














be convertible into com- 
mon stock in the ratio 
of one share of preferred for 514 shares of common 
stock. Both of these issues will be of $100 par value 
and the dividend rate will not exceed 414 per cent. 
The 33,715 shares of $7 preferred stock presently 
outstanding will be redeemed at call price of $115 
a share plus $59.50 in back dividends or a total 
of $174.50 a share. 

Arrangements have also been made to retire $64,- 
500,000 outstanding 314 per cent first mortgage 
20 year sinking fund bonds, due 1946, and a 214 
per cent serial bank loan amounting to $8,500,000 
to be replaced with a new $50,000,000 20 year first 
mortgage with a 234 per cent coupon and a $20,- 
000,000 bank loan payable serially in 10 years 
at 2 per cent. 


ILLINOIS CENTRAL RAILROAD. ICC authorized 
issue of $49,433,000 of new first and refunding 
mortgage bonds to be used for redemption of a 
like amount of prior lien bonds of Illinois Central 
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PHILCO CORP.: Filed 
with Securities and Exchange Commission, registra- 
tion statement covering 100,000 shares of pre- 
ferred stock (par $100). Dividend rate and offer- 
ing price will be filed later by amendment. Pro- 
ceeds will be used to finance additional plants and 
facilities for further expansion. 


TWIN COACH CO.: Reynolds & Co. and Laurence 
M. Marks & Co. head group offering 85,715 shares 
of $1.50 dividend $35 par value cumulative con- 
vertible preferred stock. Each share is convertible 
into common at the basic price of $26.25 per share 
and the stock will be redeemable at $37.50 a share 
until 1951 and $36.50 thereafter. 


CONTINENTAL MOTORS CORP.: Has called a special 
meeting of stockholders for July 30 to vote on pro- 
posal to create a new issue of 350,000 shares of $50 
par preferred stock and to increase authorized com- 
mon stock from 3,000,000 (Please turn to page 418) 
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BUILDING Your Future Lncome 








EDITORIAL: 


Your Goal In Life 


How MAny TIMEs in the tenseness of that moment 
when our favored eleven stood poised at the kick-off, 
have our eyes turned anxiously toward those distant 
goal posts that seemed so far away? In one fleeting 
glimpse we saw the difficulties ahead, felt the deter- 
mined resistance, the fierce competition and we re- 
membered the boasted prowess of the opposing team. 
Breathlessly we searched the faces of our men and 
felt our disquietude give way to boundless leaping 
pride as we read in their confident smiles the un- 
quenchable spirit that would turn even defeat into 
some indefinable kind of a glorious victory. And we 
found ourselves unconsciously breaking into a cheer. 


Although we prob- 


reach it in spite of all obstacles represented to them 
the difference between victory and defeat. It meant 
the fruition of their training, sacrifice, steadfast 
adherence to purpose and harmonious discipline—if 
that goal were to be reached. But they knew what 
to expect and went confidently and courageously 
forward to discharge their responsibility to their 
Alma Mater. 

In much the same way success in life demands that 
we first have a goal—an objective toward which all 
our efforts and movements may be directed. With 
this goal—this ideal—forever uppermost in our 
minds we may proceed along the painful path of 
progress knowing that 





ably didn’t think of it 
that way then, there 
was a great philosoph- 
ical principle enacting 
itself before our eyes. 
It was the very essence 
of that coming contest 
that the participants 
did have a definite goal 
and their ability to 


in a new world. 





© This Department is dedicated to serve men in building up a reserve 
through every known means that will create stability—bringing the com- 
forts and joys of life—and happiness. 

It's our contribution, too, toward the firming of the foundation of 
our economy so that we will retain our status as free men and women 


To you, our subscribers, we extend an opportunity to assist in spread- 
ing this doctrine toward security and right thinking—in the schools and 
universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 


we will achieve if we 
will but persevere in 
spite of all obstacles 
and disappointments. 

As our every move in 
some way contributes 
to the fulfillment of 
our ambition, we can- 
not help but progress 
toward our objective. 
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Special Purpose 
ACCIDENT 


Policies 





By EDWIN A. MULLER 


N MY PREVIOUS ARTICLEs I discussed Special Pur- 

pose Policies with reference to Life Insurance 
Policies. It was further brought out that adapta- 
tion could be effected to meet certain specific needs 
or requirements. Life Insurance Policies are in- 
herently designed to provide insurance by reason of 
death and also for living benefits for retirement 
purposes. 

Among other outstanding hazards to which we 
humans are subject are accidents—that is, injury 
due to accidents, usually involving additional large 
expense. It might be of interest to our readers to 
discuss in the next several articles the various acci- 
dent policies available, that is Special Purpose 
Accident Policies, designed for specific purposes. 
Statistics indicate that the accident hazard is a 
major one and constantly increasing in scope. 

Consider the following statistics, dry though they 
may seem. These will emphasize the importance of 
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Photo by Ewing Galloway 
Special purpose medical expense accident policies 
offer adequate protection at very low cost 









having adequate accident insurance for all members 
of the family. 


High Incidence of Accidents 


One family in every four has a member injured 
in an accident each year. In 1944 alone, the number 
of persons injured were over nine million and three- 
quarters. And the estimated cost of these injuries 
was approximately five billion dollars. There are 
approximately forty thousand people in the United 
States who have been blinded by accident. As a 
matter of record, accidents have caused between 
sixteen and twenty per cent of all blindness. Auto- 
mobile collisions alone in 1944 resulted in almost 
twenty-four thousand deaths, and over eight hun- 
dred thousand injured, of which ten per cent were 
left with permanent impairments. 
Almost five million persons are in- 
jured in home accidents, of which 
one-fifth sustained permanent im- 
pairments and over thirty thous- 
and were killed. Burns are another 
hazard and account for over six- 
teen per cent of home injuries. 
The estimated cost in dollars of 
home accidents costs the nation 
over one-half billion dollars annu- 
ally on the average. 

In this article I am going to 
discuss one type of contract some- 
times known as Accident Reim- 
bursement Policy or a Medical Ex- 
pense Policy. In the average in- 
dividual’s own security program, 
proper insurance against accident 
hazards is rarely included, hence 
an accident of any consequence 
may require considerable medical 
expense, such as hospitalization, 
doctors’ and nurses’ bills, x-rays 
or other specialized treatments. These all involve 
substantial outlay of money. Unless the individual 
has savings or other resources he may go into debt 
for these unforeseen expenses. If however, proper 
accident insurance has been effected, all medical ex- 
penses can be taken care of and paid through this 
Special Purpose Medical Expense Accident Policy. 


Interesting Case Histories 


Perhaps a review of some case histories from my 
files might better illustrate the unusual benefits 
available to the insured. 

Case’ number one was a client whose wife, in the 
course of a shopping trip, fell down just three sub- 
way steps. She sustained a compound fracture of 
the left arm, a broken finger and numerous contus- 
ions, bruises and shock. I was happy to send her a 
check for $429.00 representing reimbursement for 
hospital, doctors and (Please turn to page 419) 
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HOME 


Purchasing Power 


High construction costs and scar- 
city of materials make home 
ownership a difficult objective. 


13 months . . . building trade 
wage scales increase 35% ... 
people pay bonuses for apart- 
ments. That was the after- 
math of World War I and 
history repeats itself! There 
are acute shortages in build- 
ing materials and skilled labor 
and we have artificial prices 
in the house market which 
will settle only as these major 
handicaps are overcome. At 
present, home builders are at- 
tempting to go ahead on a 
large scale and are competing 
in the “black market” for 
scarce materials . . . a situ- 
ation they deplore and blame 
on Government management 
of price control. In spite of 
the most adverse conditions, 
progress is being made and 
competition eventually _ will 
bring favorable results first in 
improved construction and 
later in sales price. 
Unfavorable home building 





By NATHANIEL M. GIFFEN, Jr. 


oes HOME BUYER Looks at the $9,950 price 
tag for a five “spacious room” dwelling in the 
New York City area and shudders. The privileges 
of home ownership seem so far beyond his eco- 
nomic status and the “Victory House” is so far 
below his expectations. In the all important ques- 
tion of ability to pay, the harassed home seeker is 
most discouraged. He recalls the old adage that you 
shouldn’t pay more than twice your annual income 
for a home. The majority of potential purchasers 
earn $2,500 or less and there isn’t a $5,000 house 
on the local market at the present time. 


What Price For A New Home? 


At the moment, the new house shopper in the 
Metropolitan Area should have a minimum annual 
income of approximately $3,500 . . . and that figure, 
considering today’s high cost of living, should be 
net “take-home-pay” after income tax deductions 
and other miscellaneous deductible items which are 
found inscribed on the average pay envelope. Never- 
theless, the home ownership aspirations of those 
earning less than the necessary $3,500 are not as 
hopeless as they appear. 

Wholesale building material prices rise 72% in 
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conditions generally resemble 
those following World War I. 
However, there is one excep- 
tion which is of greatest im- 
portance to those having 
modest incomes. In 1919, long term funds for resi- 
dential financing were limited. And, in contrast, 
there is an abundance of such funds available today 
at the most liberal terms in our history. An effort 
to correct this shortcoming was made in 1919 when 
legislation was proposed (unsuccessfully) to estab- 
lish Federal Home Loan Banks as a national reserve 
system for savings and loan associations. This na- 
tional credit reservoir of 12 regional banks finally 
was approved by Congress in 1932 and the system’s 
3,600 member savings and loan associations and co- 
operative banks now serve the citizens of our 48 
states, District of Columbia, Hawaii and Alaska. 
Thus, home financing funds are assured in ample 
amount in every section of the country. 


Credit Available to Home Buyer 


The introduction of the FHA insured mortgage 
system in 1934 also created additional channels of 
long term credit for home loan borrowers. The 
marketability of the insured mortgage enabled the 
commercial banks of the country to make long term 
“rent-payment-type” mortgages on an unprecedent- 
ed scale. Mutual savings banks in 17 states and life 
insurance companies also (Please turn to page 419) 
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Helping 


Small 


Businessman 
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By WILLIAM A. HOWELL 


Mc? DISCUSSIONS AIMED at helping a veteran in 
his choice and operation of a small business 
venture, at his own risk and under his personal direc- 
tion, involve service or retail undertakings. Quite 
naturally, however, there are many thousands of 
technically trained or mechanically minded G-I.s 
who are tempted to try their hands at manufactur- 
ing and distributing in a small way. In the course 
of their military experience or college training, they 
may have hit upon a bright idea for a new gadget, 
thought up an improvement in the field of tools, 
radio equipment, chemistry, or have picked up the 
right to produce some foreign-owned device in the 
United States market. 

Mindful of the old saying that the road to fortune 
lies in the invention of a better 
mousetrap, and of the empires 
built by men like Henry Ford 
who started with a small mach- 
ine shop or modest laboratory, 
these enterprising vets have an 
admirable ambition to . utilize 
their talents in developing one 
or more sound ideas from 
scratch. And to encourage 
their spirit of independence, 
Uncle Sam is ready to help 
them in getting needed capital 
or give them a priority rating 
to buy just the surplus lathes, 
drills, press and motors they 
not only will require, but also 
know just how to use. Con- 
vinced of the soundness and 
utility of their proposed new 


Proper distribution often 
spells the difference be- 
tween success and failure 
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device, and of their personal ability to produce it, 
the road ahead has an irresistible rainbow tinge. 


Stop — Look — Listen 


Before wasting possible time and money, or in- 
viting potential disappointment in such an under- 
taking, however, it will be wise for the novice to 
stop, look and listen—especially listen. Quite re- 
gardless of the basic merit of the hopeful idea and 
the assurance that an item can be produced at a 
relatively low cost, the main factor will be whether 
or not it can be sold upon a satisfactorily expanding 
scale to warrant the original risk of the enterprise. 
If the unit is patentable, a good deal of money can 
go over the dam before this fact can be established, 
and even then a patent only serves as an invitation 
for suit by some far more affluent competitor. Best 
step for safeguarding any new idea is to describe it 
in detail, along with a drawing, place in an envelope 
and send it to yourself by registered mail. Upon 
receipt, do not open but deposit the letter in a safe 
place. Later on, this will provide irrefutable evi- 
dence of the date of discovery of the invention, 
legally more important than the granting of a 
patent itself, and a protection good against all 
comers in litigation. 


Distribution Angle Paramount 


But when it comes to studying sales potentials, 
the sensible thing to do is to arrange an interview 
with the sales engineers of some large and experi- 
enced manufacturer in the special field. Here, as a 
rule, sound and courteous advice will be forthcoming, 
and perhaps even an offer of a contract to make and 
distribute the item on a scale which, though the unit 
royalty might seem (Please turn to page 423) 


Photo by Ewing Galloway 
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FOR 


PROFIT 


AND 


INCOME 


Variations In Reaction 


In the latest market sell-off the 
consumer-goods stocks were the 
weakest—so we read in the news- 
papers—while the capital-goods 
issues held up well. This is one 
of those half-true generalizations 
likely to mislead, rather than in- 
form, investors. At the reaction- 
low up to this writing the depart- 
ment store group was off 16% 
from its bull-market high, mail 
orders 15%, movies 14%. Com- 
pared with these, steels went off 
only a third as much, machinery 
about half as much. Q. E. D? 
Well, metals (capital goods) de- 
clined more than the market. And 
oils, tobaccos and liquors (all con- 
sumer goods) showed good resist- 
ance. Liquors, despite a total 
bull-market rise even more sensa- 
tional than that in trade stocks, 


held like a rock, relatively speak- 
ing. In short, it is still a market 
of stocks. 


Retail Stocks 


Because of the large number 
of issues and widespread stock- 
holdings therein, the severe de- 
cline in retail trade stocks prob- 
ably has disconcerted more in- 
vestors and speculators than any 
market development in some time. 
There are three reasons behind it. 
First, these stocks had enjoyed an 
exceptionally great advance, 
making them technically vulner- 
able, under thin-market condi- 
tions, to even a moderate amount 
of profit taking. Second, a great 
many professional advisers have 
been advising clients to take some 
profits (we did that in this col- 
umn a month ago) and to switch 
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Increases Shown in Recent Earnings Reports 


Latest Year 

Period Ago 
12 mos. April 30 0.000000... $3.03 $2.37 
PUTT a Lar: || | aa Sere 1.85 1.35 
12 mosoMay 31 .:.........0:. 1.34 1.05 
9 MOS. ADT SO... sn0is00000s 10.10 6.91 
May 31 quar. ... 1.69 37 
Year Mar. 31 2.79 1.69 
nt Sy J Le || ee ee .24 18 
SAMOR RABY OU. si5.cssesc0- 14.48 5.12 
Wear ec Sh kncdniees 15.89 15.44 
Banos, May Ss! .oscigess.: 1.03 58 























into heavy - industry shares. 
Third, some holders evidently have 
been disturbed by silly published 


talk of an _ incipient “buyers’ 
strike.” At a higher level, we 


suggested some profit-taking just 
as a matter of common-sense con- 
servatism, without being bearish 
on trade propsects at all. Where 
large profits have been held for 
some time, a good case can be 
made for gradual cashing in— 
but on strength, not weakness. 
Indeed, at prices anywhere near 
recent lows, we are inclined to 
suspect that the  better-grade 
trade stocks probably are better 
buys than sales. 


No Buyers’ Strike 


The responsible heads of sev- 
eral representative large retailing 
concerns, doing a national busi- 
ness, tell us they see not the 
slightest sign of any buyers’ 
strike now, or for the foreseeable 
future. Their biggest trouble so 
far continues to be inability to 
get enough standard - quality 
goods to satisfy the demand. As 
Allied Stores’ President Puckett 
quipped at this company’s stock- 
holders’ meeting: “If this is a 
buyers’ strike, may it continue 
with ever increasing intensity!” 
But you don’t have to accept this 
testimony, or our opinions. The 
actual figures on total department 
store sales are issued weekly by 
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the Federal Reserve Board. 
Through the week ended June 22 
they showed no recession and still 
ran about a third larger than a 
year ago. 


Profit Outlook 


But, some say, this could be the 
peak year of the trade boom, and 
the market is supposed to look 
ahead. What about 1947 vol- 
ume? If there is a further rise in 
national income and _ prices — 
which most economists expect— 
volume will be still higher than in 
1946. Otherwise, not. In short, 
sales prospects are good until de- 
pression begins to set in. But 
may not operating margins 
shrink, due to rising costs, even if 
volume remains high? Some smart 
merchants argue to the contrary: 
They count on increased price 
flexibility under the new OPA set- 
up and, above all, on bigger vol- 
ume in hard goods, which carry 
larger gross and net mark-ups 
than do most soft goods. Given a 
continuation of present general 
business conditions, they look for 
a further gain in 1947 in the av- 
erage sales check, in sales per 
clerk, in net operating margin 
and in share earnings. The big- 
gest increase in dividends is still 
ahead. (Marshall Field’s boost 
of nearly 70% in the quarterly 
rate last week is a sample). All 
of which makes us think that the 
sensible way to clinch profits in 
these stocks is still on a scale up, 
and not in sudden, unfounded 
fear. 


One More 


Just one more item on retail- 
ing. Mercantile Stores, now on 
the Curb Exchange at around 28, 
against bull-market high of 35, 
will shortly go on the Big Board, 
perhaps even before you read this. 
It is a well-managed, low-cost, 
low-price chain which has care- 
fully adapted to its own needs 
some of the proven methods and 
practices of Penney and Sears, 
Roebuck. We expect minimum 
earnings of about $4 a share this 
year, with $5 more likely. This 
is a solid situation, which will be- 
come more widely known in time. 
(It has been closely held, former- 
ly.) There is nothing ahead of 
the common in capitalization. The 
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stock strikes this department as 
interesting for medium - term 
speculative holding. 


Concerning The OPA 


We assume that price control 
in future will either be what Con- 
gress has favored in amending 
OPA powers or—in the event Mr. 
Truman vetoes this measure and 
Congress can not get a two-thirds 
majority to repass it—some has- 
tily concocted substitute under 
which control would be even 
weaker .and inflationary tenden- 
cies stronger. One of the out- 
standing beneficiaries will be the 
steel industry. It is assured of 
capacity demand for a long time 
to come. It is assured of adequate 
prices and margins. On the new 
price outlook it will be in a far 
better position to cope with future 
labor demands, and will actually 
be able to do some collective bar- 
gaining instead of running to 
Washington. There is_ better 
reason than tradition why the 
steels should be prominent during 
the remainder of this bull market. 


The Stocks 


The better - known steel stocks 
always move pretty much as a 
group, making detailed analysis 
of less practical use than in most 
other groups and reducing the 
choice pretty much to one’s taste 
in price ranges. Among the 
higher-priced issues, this column 
likes Bethlehem, U. S. Steel and 
Youngstown Sheet & Tube. 
Among medium-priced issues, it 
most likes Inland, Crucible, Am- 
erican Rolling Mill and Wheeling 
Steel. It doesn’t much like the 
still lower-priced issues. If pin- 
ned down to just two for a med- 





ium - term speculative holding, 
with the emphasis on percentage, 
it would take American Rolling 
Mill and Wheeling Steel. Both 
are largely - improved situations 
as compared with prewar, capable 
of a sharp rise in earnings under 
the demand and price conditions 
anticipated. We would not be 
surprised if, by the end of this 
year, Rolling Mill is rolling at an 
annual rate of around $5 a share, 
or more; Wheeling at a rate of 
$8 to $10 a share. 


The Oils 


As we write, it appears that the 
oil industry does not get auto- 
matic decontrol as of July 1. 
Nevertheless, it seems on the cards 
that OPA itself will have to grant 
decontrol pretty promptly. For 
here is a case of supply and de- 
mand being in adequate and de- 
monstrable balance, thus calling 
for decontrol under the legisla- 
tion Congress formulated. OPA 
some weeks ago promised it “per- 
haps by July,” and hence would 
be on weak, if not untenable, 
ground in delaying action. Should 
it nevertheless delay, there appar- 
ently would be further recourse 
open to the industry—even to the 
courts, if necessary. So we would 
bet on relatively early decontrol, 
and a price boost, immediately 
thereafter, of 25 cents a barrel 
in crude oil. 


The Gainers 

Naturally the biggest gainers 
from such a rise in oil prices 
would be the crude producers such 
as Amerada, Humble, Barnsdall, 
Seaboard, Plymouth and Texas 
Gulf Producing. In many in- 

(Please turn to page 418) 





























Declines Shown in Recent Earnings Reports 

Latest Year 

Period Ago 
Austin Nichols ........ bate Re Ge eee BY Lope hs Year April 30 ......... ances GES $2.96 
Aviation Corp. oo... Juci,  pRObe Zar auane sci. Oe 17 
COC a CLC Se en ie ae Mass SP qutare: cies. 10 1.62 
Consolidated Vultee Airc......0....0......... Year Nov. 30 ........... xx “42 8.80 
Engineers Public Svee............... veces 12 mos. April 30..... eee 2.85 
OEE C7 Og nd iE oak ae Se RE Sees 6 mos. April 30 ................def.28 42 
Middle West Corp i.cccicccccicsceiccesscccenss March 3) quate: ...2.:.:... 22 31 
Norfolk & Western.......0........ peewee 5 moe May 30 ........<.:..... 4.88 6.40 
I | ne Vear Apes SO citi cnc 86 1.65 
Willys-Overland 6 mos. March 31...... .....def.05 66 
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The Personal Service Department of Taz Macazine or Wau Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


addressed envelope. 


envelope. 


ao f= Ww 


- Confine your requests to three listed securities at reasonable intervals. 
- No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Speculative Rail Bonds 


As a subscriber to your service, I re- 
quest guidance in the following problem. 
In January, and at the very peak of the 
market price for reorganization rails, I 
was lead out of my share of knowledge, 
i.e. common stocks, and was sold a bill of 
goods by a bond broker. The package 
contained the following: 
$5.000.00 Central of Georgia consolidated 

5s at 82 
$9,000.00 International Great Northern 5s, 
1956 at 92 

I was advised that the deal was sure 
fire for a profit, and that it was safe to 
purchase on a 20% margin, which I did 
through a prominent bank, and at the 
same time leaving with the bank a suffi- 
cient sum to take care of a 7-point decline 
and which I was assured was not neces- 
sary. 

You know the rest of the story—as the 
I.G.N.’s have fallen off, I have had to put 
up the required margin. There seems to 
be no letup in the sell off, and no large 
market for the bonds. 

The several bills contemplated, the 
Wheeler Bill, etc., seem to be doing the 
dirty work. I can get no advice or counsel 
from the broker who got me into this mess, 
and I am therefore requesting your coun- 
sel as to taking my loss, which would be 
substantial in percentage, or to keep feed- 
ing the kitty in the hope that a bottom is 
not far away. I am, at present prices, 
even, with the margin requirements. On 
any further sell off, and it only takes one 
nervous person, selling at the bid price, 
to make the banker call for increased 
collateral. 

Your prompt and careful advice will be 
appreciated, and from now on, I will con- 
fine my investments to stocks only. 

—E. F., Trenton, N. J. 


In the May 11th issue of our 
Magazine, we presented an article 
on “Potentials in Receivership 
Rails” which fully explained the 
Wheeler and other bills pending 
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in Congress and gave our views 
on the subject. While this pend- 
ing legislation has a dampening 
effect on speculative rails, the de- 
cline in earnings in recent months 
was the principal reason for the 
drop in market prices. Recent 
wage scale increases, retroactive 
to January 1, and higher operat- 
ing costs adversely affected rail 
income. Moreover, the coal strike 
is another depressing factor. The 
railroads are petitioning the In- 
terstate Commerce Commission 
for a 25% increase in freight 
rates, while this full increase will 
probably not be granted, some re- 
lief may be agreed upon, which 
will enable railroads to operate 
profitably. 

Central of Georgia consolidat- 
ed 5s and International Great 
Northern 5s of 1956 are specu- 
lative issues and in view of the un- 
certainties ahead, we would prefer 
investments in the rails be con- 
fined to better grade issues, how- 
ever, as your two bonds have de- 
clined recently, we recommend 
temporary retention, but on any 
sharp recovery, we advise dis- 
posal of these speculative issues. 


Realty Group Advanced 2158°% 


On page 69 of your April 27th issue 
you report a rise of 2158% in Realty 
stocks since 1942. I am at a loss to iden- 
tify individual stocks in this group. Please 
send me at least a partial list of them, as 
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anything as interesting as that will at 
least bear watching. No doubt other 
readers would like information on this 
also. 


—B. C., Chevy Chase, Md. 

Only the most active listed 
stocks in each group comprise 
The Magazine of Wall Street 
Common Stock Index and there 
were only three such stocks in the 
realty group referred to in the 
“April 27th issue. They were as 
follows: 

Equitable Office Building which 
sold as low as 1/16 in 1942 and 
advanced to $4.00 a share by Ap- 
ril 13, 1946, the date our figures 
were computed. General Realty 
& Utilities Co. sold at 44 in 1942 
and on April 13, 1946 the price 
was 8%. U.S. Realty & Im- 
provement—1942 low was 1% and 
on April 13, 1946 the market was 
55%. 

These realty stocks scored the 
largest percentage advance of 
any group in The Magazine of 
Wall Street Common Stock Index 
for the bull market of 1942-1946. 
The reason for the advance was 
the depressed state of real estate 
generally prior to the war and 
the subsequent greatly improved 
financial position and earnings 
due to the building shortage. 


Insiders Reveal Security Trades 


I have not seen recently reports of own- 
ership and changes of ownership of stocks 
by officers, directors and large stock- 
holders in companies listed on the Stock 
Exchange. Will you please furnish a list 
of some such transactions as filed with the 
Securities Exchange Commission? 

—C. E., East Chicago, Ind. 

The following are some changes 
released recently by the S.E.C. 
covering transactions by corpor- 
ate insiders. 

Armour & Co. (IIll.)—Albert 
H. Wiggin sold 650 shares of 7 
per cent preferred, held 4,551. 

Butte Copper & Zinc Co.—AI- 
phonse A. Shelare sold 1,000, 
held 200. 

(Please turn to page 428) 
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Keeping Abreast of Industrial — 
. and Company News ~- 





From all directions come reports that industrial production is rapidly 
rising, particularly in the long laggard durable groups, although progress in 
achieving satisfactory earnings may be slow for many months yet. But company heads 
in more fortunately situated segments of the economy have encouraging news for share— 
holders, too; their confidence runs high. 


Not daunted by the steel and coal strikes, Charles R. Hook, president of 
American Rolling Mill Company, says that his concern expects to spend $68.7 million 
for expension and improvements during the next few years, although similar outlays 
during 1945 and the first half of 1946 have totalled about $30 million. 


Biting into a backlog of almost $422 million, Westinghouse Electric Corpora— 
tion is making headway in the wake of strike interruptions, reports Gwilym A. Price, 
president. Production of electric irons and roasters is beating prewar records, 
although refrigerator output is still at a relative 5% rate. Heavy equipment in 
some classes is being produced at a rate well above prewar. 














In reporting a net loss of $1.5 million for International Telephone and Tele— 
graph Co. for the first 1946 quarter, president Sosthenes Behn attributes the poor 
showing largely to reconversion difficulties experienced by the company's manufac— 
turing subsidiary, Federal Telephone & Radio Corporation. Expensive surveys abroad 
also pushed up costs. 





First half year net earnings of A. G. Spalding & Bros., Inc. reflect an 
improved supply of rubber for golf balls and widespread re-entry of the public into 
the field of sports, explains Charles F. Robbins, president. Despite a slight rise in 
taxes compared with last year, net for the past six months rose to $465,000 against 
$335,000 in 1945. 


In declaring a dividend of 50 cents a share, payable July 30, directors of 
Pennsylvania Railroad Co. point out their view that shareholders are entitled to 
share in accumulated reserves as well as labor. Due to increased costs of labor and 
materials, an estimated deficit of over $31 million was incurred during the first 
half of 1946. On March 13, $1 per share dividend was declared. 


C. BE. Wilson, president of General Motors Corporation, says that since VJ 
Day, no less than 550 strikes in supplier plants have added to production difficul-— 
ties. Ewen yet, 104 of these outside strikes are restricting progress. But on the 
whole, output of the company is increasing steadily from week to week. 

















Reconversion for sewing machine makers has proved to be above-average 
troublesome. Sir Douglas Alexander, president of Singer Manufacturing Co., doubts 
if his company can get in full stride before the end of 1946, and that to satisfy 
latent demand may require all of 1947. He adds, conservatively, that the flow of 
international trade is not likely to be as free as in the past, in his opinion. 








Standard Oil Co. cf Selifornia has announced one of the largest financial 


accomplishments in the history of the West Coast, and without recourse to public 
offerings. A two year revolving credit, with option of extension for five or ten 
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years, amounting to $75 million has been arranged. 29 banks, 18 in the West and 11 in 
the East have taken the entire loan. 


Business for producers of lead and zinc has bright aspects, at least for 
Eagle Pitcher Company. Officials report a company backlog of $14 million in orders 





and that, barring the unforeseen, net earnings may run well above $1 million, per- 
haps even double this figure. Possible acquisition of another concern, now under 
consideration, could also boost net by some $600,000. 


Although first quarter sales of Food Machinery Co. amounted to some $9.9 
million, a record peacetime high for this period, president Paul L. Davies is 
cautious in discussing earnings potentials. Price gains granted by OPA for many of 
the company’s products, he says, have not been commensurate with the rise in wages, 
thus restricting profit margins considerably. 








Net earnings of Hall Printing Co., admits A. P. Geiger, president, continue 
to be very satisfactory. Atop this good news, the directors have recommended a 2 
for 1 split—up for the common shares, to be acted upon by stockholders at a meeting 
on July 29. This company plans to spend about $4 million on expansion during near 
term coming years. 





For the first time in many long years, Paramount Pictures, Inc. finds itself 
entirely clear of funded debt or mortgages, as regards either the parent concern or 
any of its subsidiaries and theaters. Only remaining debt consists of $2 million 
convertible notes due 1949-51. 





Now that Attorney General Tom Clark has ruled that sale of the Geneva plant 
by the Government to United States Steel Corp. does not violate the anti-trust laws, 
the buyer has taken over the facilities bag and baggage, after laying its money on 
the counter. Reports are that operations will be controlled by Columbia Steel Co., 
Big Steel's West Coast subsidiary. 








The Plywood Industry is’ likely to benefit by bolstering output through a 
recent pronouncement by National Housing Expediter Wilson W. Wyatt. Makers of 
plywood may now offer a premium of $7.50 per 1000 feet for peeler logs, to stimulate 
Supply. Then if their own produgption exceeds 25% of their quota, the manufacturers 
will be reimbursed by Washington for the premiums they have paid. 





Proposed establishment of 3000 new airports throughout the country should 
swell sales for the Glass Industry, sooner or later. A huge amount of insulated 
glass walls in the administration buildings will be required. This industry is 
already struggling with a seven months backlog in orders for flat glass, and when 
automobile production really gets into its stride, glass makers will need additional 
facilities to fill all orders. 


Termination of huge military contracts does not appear to have discouraged 
aggressive Gar Wood Industries, Inc., a bit. Indeed, a sharp increase in civilian 
orders has induced the company to buy from W. A. A. the big Bendix plant at Wayne, 
Mich., in order to expand production. All operations except production of bodies 
will be concentrated at the new location. 





Plans are being speeded up to dissolve the giant I. G. Farben combine in 
Germany. Chief liquidator of Nazi cartels James §. Martin, has near doubled his 
staff of experts and is now ready to carve up this $2.8 billion industrial conglom— 
eration with affiliates all over the worl. 


Once again C.. I. T. Financial Corporation has reached out to diversify its 
operations. This time its high bid of $3.825 million for Lawyers Title Corporation 
of New York appears likely of acceptance by the Courts. The sale was held in the 
Supreme Court of New York County. 
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SUMMARY 


MONEY AND CREDIT—Treasury to redeem during 
July an additional $2 billion of maturing securities, 
making a total of $12.2 billion redeemed in cash since 
Mar. |, and reducing the Federal gross debt to below 
$264 billion. Federal Reserve Board aims to maintain 
present interest rates on Government securities ''for the 
next six months to a year." Member bank excess re- 
serves decline sharply. 


TRADE—Retail store sales in twelve months ended April, 
1946, were 11.7% above the like period a year earlier, 
with only 10% of the $8.3 billion expansion financed by 
increased borrowing. Shoppers are naturally disinclined 
to accept substandard goods now that superior mer- 
chandise is beginning to appear on the shelves; but over- 
all volume of retail sales fails to reflect any general 
buyers’ strike at present. 


INDUSTRY—With resumption of soft coal mining, busi- 
ness activity rebounds to a level less than 4% below last 
year at this time. No evidence of an early business de- 
pression thus far. 


COMMODITIES—Spot and futures indexes continue to 
climb. Farmers withhold products from market, hoping 
that Congress will lift controls after June 30. Exchanges 
suspend trading in most grain futures. This year's wheat 
crop now estimated at 8°/, below last year. 
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MONEY AND BANK CREDIT 
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In the week ended June 22, three weeks after re- 
sumption of soft coal mining, Business Activity has 
rebounded nearly 7%, to a level less than 4% below 
last year at this time. Department Store Sales in the 
week ended June |5 were 379% ahead of the like period 
last year, thereby raising to 27°, the cumulative in- 
crease for the year to date. Employment is at a near- 
record level. Income Payments are coming in at an 
annual rate only 2!/,% below 1945, which topped all 
previous records. Prices are still rising. 

- * 2 


Except for such indications of an incipient blow-off, 
none of the time-tested economic weather vanes are 
pointing yet to any imminent Business Depression. 
The Barometers to watch for an impending business 
slump are: a decline in farm commodity prices and urban 
residential rents; sharp expansion in inventories, particu- 
larly of nonferrous metals; and moderate shortening of 
factory work hours. None of these is yet in evidence. 


* * * 


The only storm signal thus far appearing is the sharp 
drop since the first of the year in member banks' Excess 
Reserves which, if not reversed soon, could lead to 
trouble. Research has disclosed that every noteworthy 
business recession since the Civil War has been pre- 
ceded, and hence probably precipitated, by a marked 
decline in member banks’ excess reserves. The present 
instance may prove to have been the exception; since 
the banks could easily build up their reserves, if so de- 

(Please turn to following page) 
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Latest Previous Pre- 
Wkor Whor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Menth Month Ago _— Harbor 
MILITARY EXPENDITURE (tf) $b June 19 0.36 0.42 1.87 0.43 (Continued from page 413) 
Cumulative from Mid-1940............. June 19 337.9 337.5 287.4 14.3 sired, by selling some of their short-term Gov- 
ernment securities, the market for which the 
FEDERAL GROSS DEBT—Sb June 19 268.8 270.6 246.9 55.2 Federal Reserve Board has promised to support. 
By doing this, the banks could, of their own 
volition, acquire reserves that would support a 
MONEY SUPPLY—$b multi-fold expansion in commercial bank credit, 
Demand Deposits—101 Cities........ June 19 39.9 39.4 37.2 24.3 irrespective of the national monetary policy. The 
Currency in Circulation................... June 19 28.1 28.1 26.5 10.7 big question is: “Wl they?” in view of the 
desire in financial circles for higher Interest 
BANK DEBITS—13-Week Avge. Rates on capital funds. 
New York City—$b.......0... eee June 19 7.34 7:32 6.80 3.92 * * 
100 Other Cities—$b...................05 June 19 8.10 8.08 8.25 5.57 The Treasury announces that it will redeem in 
July, out of its cash balance, an additional $2 
INCOME PAYMENTS—$b (cd) Apr. 12.78 13.20 13.19 8.11 billion of maturing 0.9% notes (Series D)— 
Salaries & Wages (cd).................. Apr. 8.42 8.36 9.56 5.56 | bringing total redemptions since Mar. | to $12.2 
Interest & Dividends (¢d)................ Apr. 0.88 1.39 0.81 OF be cad sistent Rael “dele 
Farm Marketing Income (ag)........ Apr. 1.40 1.37 1.42 1.21 > ee 
Includ'g Govt. Payments s hel Apr. 1.55 1.43 1.57 1.28 | below $264 billion. Holders of the remaining 
$2.9 billion of these notes will be offered in ex- 
CIVILIAN EMPLOYMENT (cb) m | May oe ee a a 
Agricultural Employment (cb)........ hoy 8.9 8.2 8.6 8.9 turing Juy |, 1947, and bearing interest at the 
Employees, Manufacturing (Ib).. Apr. 12.4 12.0 15.1 13.8 annual rate of 7%. 
Employees, Government (Ib)...... Apr. 5.5 5.5 6.0 4.6 * * * 
UNEMPLOYMENT (cb) m May 2.3 2.3 0.6 3.4 It is a rather curious commentary upon present 
muddled thinking over Price Control that pro- 
FACTORY EMPLOYNENT (ib4) Apr. 134 130 163 147 visions originally approved by the Senate would 
Dearie GOO. osccsassiessenseserosnssinsesne Apr. 148 138 218 175 remove control from virtually all Cost-of-Living 
Non-Durable Goods ............:c0000 Apr. 123 123 120 123 items, except rents, while retaining control 
FACTORY PAYROLLS (Ib)4 Mar. 232 210 342 198 (though on a more liberal than present basis) 
of Profits allowed to producers of capital 
FACTORY HOURS & WAGES (Ib) goods. 
Weelly Hours Mar. 40.8 40.5 45.4 40.3 cpt 
Hourly Wage (cents) .....ccccc.0- Mar. 103.4 100.1 104.4 78.1 While Earnings for the second half should 
Weekly Wage ($).............cccceee Mar. 42.14 40.55 47.40 31.79 | make a considerably better comparative show- 
ing than reported for the first half of the current 
PRICES—Wholesale (Ib2) June 15 111.8 H1.5 106.0 92.2 year, Dividends for some months to came are 
ER oe Apr. 144.4 143.4 139.9 116.2 | likely to suffer from lower profits in the earlier 
half of the year. Dividend payments during the 
COST OF LIVING (Ib3) Apr. 130.9 130.2 127.1 110.2 first quarter, financed in large measure from 
em Apr. 141.7 140.1 136.6 113.1 last year's satisfactory earnings, showed a grati- 
Clothing Apr. 154.3 153.1 144.1 113.8 fying increase of 9.3% over the like period in 
Rent Apr. 108.4 108.4 108.3 107.8 1945; but a break-down of the trend, by months, 
is not so encouraging. The overall increase for 
RETAIL TRADE $b January was 19.7%; for February, 6.7%; and 
Apr. 7.40 7.21 5.46 4.72 | for March, only 2.1%. 
gy ove 4 lati Teeter fee. 126 Are 082 “ee y . aes 
pom Durable Cords mmm | Apr 68069048040 | _ I authorizing an “emergency” Freight Rate 
Retail Sales Credit, End Mo. (rb2) Apr. 3.10 2.88 2.23 5.46 Increase of 6.5%, effective July |, with roads 
north of the Potomac and east of the Mississippi 
: ' rivers allowed an additional 5%, relief granted |} 
MANUFACTURERS by the I. C. C. to compensate in part for re- 
New Orders (cd2)—Totoal ........ ..... Apr. 200 194 223 181 a 
el Aor. 214 204 267 221 cent wage advances is much less than the 25% 
Non-Durable Goods oo... Apr. 192 188 197 157 boost requested; but the Commission has prom- 
—— —— ise etme - = vid ne = ised to hold exhaustive hearings to determine | 
‘able Le pr. whether still greater relief is needed. It is esti- |} 
Non-Durable Goods .................... Apr. 205 205 215 155 mated that this emergency rate increase will add} 
around $390 million annually to railroad revenues, 
BUSINESS INVENTORIES, End Mo. resulting in aggregate net income over charges 
Total (cd) —$b [retteeensseceeeenns sneeanen Mar. 27.5 27.0 26.7 26.7 of around $500 million. This closely approximates 
Whaleesort | Ma 83 SZ SG IZ | 1946 earings, which were artificially reduced 
Retailers’ a Be ae 65 62 6.4 12 by extraordinary charges for accelerated amor- 
Dept. Store Stocks (rb)—.............. Mar. 177 171 157 139 tization. 
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1935-9—100. 
tons. m—Millions. 


Ib—Labor Bureau. 


ment and Charge accounts. 


t—Thousands. 


Ib2—Labor Bureau, 1926—100. 


Without compensation for population growth. pc—Per capita basis. 
st—Short tons. 


Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—I—pc June 15 151.7 147.5 160.7 141.8 
(04. We S.pmtmmtnp...nncnnn.ccnscenee ba June 15 165.1 160.4 174.4 146.5 2 the millions of Americans who think the 
only way to live better is to have more money 
— PROD. (rb)—i—np a He 164 225 174 to spend, we would commend consideration of 
IG... --eeencnesceeecerseseessesscseneeenesensecens ay 104 138 133 the following facts: Between 1939 and 1945 the 
—— —— = errineee May 176 190 323 215 tuted tecccen-o all tedibiaks eta 0 SA 
‘ ee aR M 73 A 
rice Mes Mare = - - a ste increased by $90 billion, or 113%; yet during 
CARLOADINGS—t—Total June 15 868 830 873 833 these six years of the war the average Standard 
Manufactures & Miscellaneous...... June 15 370 357 393 379 of Living rose only 12%. 
Mdse. L. C. June 15 126 127 106 156 
Grain ..... June 15 46 43 53 43 teeth 
ELEC. POWER Output (Kw.H.Jm| June !5 4,030 3920 4,348 3,267 With nearly half the Nation's activities de- 
voted to war, the marvel is that our people 
SOFT COAL, Prod. (st) m June {5 12.8 12.1 11.7 10.8 here actually lived even a little better during 
Cumulative from Jan. Io... June 15 210 198 274 446 the last year of the war than during the year 
Stocks, End Mo Apr. 38.7 58.5 43.8 61.8 when war broke out in Europe. But if money 
PETROLEUM—(bbis.) m ptr lap apm tp 
BP ERM UEY Scssvctaycccessscceesee June 15 A A ; 2 : vee wake 
se gl cl yo 15 3 . oe Pe eta Py ngy tigen nine a Bary be- 
Fuel Oil Stocks...... June 15 46 46 40 94 = ee pay need Weeewieee 
ang ie gaan int 36 34 30 55 took $17.9 billion, or 20%; higher prices de- 
voured $31.5 billion, or 35%; $28.9 billion, or 
LUMBER, Prod. (bd. ft.) m June 15 480 480 493 632 32%, was saved; a growth of 6.8% in popula- 
Stocks, End. Mo. (bd. ft.) b......... Apr. 2.4 2.3 2.1 12.6 tion during the six war years called for $4.2 
ae: ame nae 
STEEL INGOT PROD. (st.) m May ‘a ws 1 i lo ee Le ae 
Cumulative from Jan. 1........... ........ May 21.7 17.6 36.3 74.7 8%, of te on aie Pit “a can ie 
Or i 
ENGINEERING CONSTRUCTION raising living standards. 
AWARDS (en) Sm June 20 106 139 42 94 a 
Cumulative from Jan. I............00.0... June 20 2,504 2,398 829 5,692 
MISCELLANEOUS , rage Savings a individuals will un- 
Reperbeasd, Mow Orden (a}t...| JdunelS 126 186 =: 130165 oubtedly be much smaller this year than in 
U. S. Newsprint Consumption (st)t May 368 365 294 352 1945, owing to sharply diminished Deficit 
Do., Stocks, End Mo. oo... May 363 355 434 523 Spending by the Federal Government; but they 
Cigarettes, Domestic Sales—b........ Apr. 25.4 26.4 17.1 17.1 will still be far above savings in normally pros- 
Whiskey, Domes. Sales (tax gals.)m Apr. 5.2 5.5 4.5 8.1 perous years of peace. 
Portland Cement Production( bbls.) Apr. 12.7 12.0 VA 14.9 
ag—Agriculture Dep't. b—Bilions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 


cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. 
Ib3—Labor Bureau, 1935-J—100. Ib4—Labor Bureau, 1939—I!00. It—Long 
mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
rb—Federal Reserve Board. 
tf—Treatury and Reconstruction Finance Corp. 


I—Seasonably adjusted Index. 


rp— 
rb2—Federal Reserve Board, instal- 
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No. of 1946 Indexes (Nov. 14, 1936, Cl._—100) High Low June l5 June 22 
Issues (1925 Cl.—100) High Low June l5 June 22 100 HIGH PRICED STOCKS 112.55 97.62 110.30 106.06 
300 COMBINED AVERAGE 191.7 164.5 187.1 179.4 100 LOW PRICED STOCKS 247.97 202.59 238.52 228.58 

4 Agricultural Implements 265.7 204.9 257.7 242.4 6 Investment Trusts .......... 84.1 70.0 83.2 76.0 
11 Aircraft (1927 Cl—100) 284.4 229.7 247.4 238.2 3 Liquor (1927 Cl—100) 1279.7 1000.2 1279.7Z 1244.0 
6 Air Lines(1934Cl.—100) 1208.6 987.4 1027.1 988.5 8 Machinery .............. veces 206.4 181.6 196.7 189.0 
5 Amusement .....2...:.<c..... 218.6 143.7 197.7 187.3 3 Mail Order ........ 206.3 140.3 188.0 175.0 
15 Automobile Accessories 336.2 281.6 306.8 297.6 3 Meat Packing ................ 131.8 111.4 131.3 124.0 
11 Automobiles _............... 62.2 53.5 57.8 55.1 13 Metals, non-Ferrous ...... 299.7 232.1 259.7 250.2 
3 Baking (1926 Cl—I00) 26.0 21.1 24.6 23.4 3 Paper . 44.0 32.7 43.2 39.7 
3 Business Machines ...... 257.9 286.1 355.2 338.4 23 Petroleum _........... . 227.0 175.1 220.8 212.9 
2 Bus Lines(1926Cl—100) 229.9 176.3 218.2 212.6 20 Public Utilities .... 165.5 131.2 162.6 157.4 
BT CHOMICHIE. «0.2.5 5cc00cs cence 290.2 238.3 287.4 274.0 5 Radio (1927 Cl—I00).. 42.0 32.6 33.4 32.6a 
2 Cos WANING «. cccsescccc:ccesss 32.4 26.4 28.8 27.5 8 Railroad Equipment . 110.6 94.8 103.3 98.5 
4 Communication _............ 99.7 79.9 83.0 79.9a TA WAMEOROS: © occscacectetccdicesns 40.8 34.5 39.1 37.8 
13 Construction 85.1 67.9 83.1 79.3 SMEAR oceccctacsessetsscss . 56.7 37.6 39.0 37.6a 
T COMPAINGS. set ccccsiveses.... 462.6 384.8 455.2 435.6 2 Shipbuilding «0.0.0.0... 178.8 122.5 164.0 157.9 
8 Copper & Brass.............. 141.8 108.7 132.1 128.0 Ee UDC Sea ete 647.0 568.5 618.0 589.5 
2 Dairy Products .............. 81.5 64.6 78.0 76.3 EZ Steel 2S Wrani s.2c. 5:05.24: 147.5 119.1 146.5 140.5 
5 Department Stores ........ 132.9 89.7 118.6 110.3 FS GUGAE ocecsectsscecsacccestccvasstaes 88.9 75.7 82.9 78.0 
5 Drugs & Toilet Articles.. 277.4 194.8 257.6 248.6 Fe SAU © <.cacescevcnsteeListace 295.3 241.7 284.4 279.7 
2 Finance Companies ...... 313.9 268.9 Sued 294.0 EC Cn Ce 126.7 183.6 173.1 
7 Food Brands .................. 236.4 205.5 225.7 220.2 3 Tires & Rubber .............. 51.9 42.5 45.5 44.1 
2 ROG StOROS .i..c:cscccsiccse 100.3 73.8 93.8 91.1 Be OMMMC OCR oes rence csie.c ovens 99.6 86.8 98.4 93.0 
SURGES. co covessssvecenctvasesuc 125.8 105.2 120.0 113.7 2 Variety Stores .......... 399.3 318.5 379.7 354.0 
3 Gold Mining ..........0....... 1346.1 1084.2 1106.8 1084.2a 18 Unclass (1945 Cl—1!00) 116.1 98.2 113.7 108.9 

Z—All-time HIGH. a—LOWEST since 1945. 
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Trend of Commodities 





After an extremely sharp advance in the first week in 
June, due to the lifting of ceilings on grains, the Dow-Jones 
Futures index moved in a very narrow range for the rest of 
the month. Cotton was the only active commodity with 
daily fluctuations ranging up to 50 points. The index is of 
little value at this time, since practically all of the com- 
modities which are still traded are tight against the ceiling. 
Trading in rye and wheat futures on the Chicago Board of 
Trade has been suspended for the time being. Trading in 
lard futures has also been suspended. By the end of July 
the picture should change. Regardless of what power the 
OPA still has, we believe the futures market will begin to 
reflect true values. 

The daily spot price index moved into new high ground. 
The Bureau of Labor Index is advancing at an accelerated 
pace as recent wage increases are finally being reflected in 
wholesale prices. Price increases are more numerous than 


at any time in years and some are quite sharp. The eleven- 
cent rise in butter prices was at the top of the food list. 
Coal prices, both hard and soft, were materially higher. It 
will be noted from the chart that the spread between agri- 
cultural and non-agricultural prices is still abnormally wide, 
with no indication that it will be corrected in the next few 
months, 

Food was harder to obtain in the last week in June than 
at any time since the start of the war. Our relief policy was 
partly responsible—since the Administration was shipping 
foods abroad in large quantities. Exports of grain were 
so large that many of our flour mills and corn processing 
plants were forced to shut down. The second factor was 
the withholding of many food items from the market 
(especially meat) in anticipation of higher prices in July 
when OPA controls would be liberalized. The Administra- 
a is not making any real attempt to halt the inflationary 
cycle. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo. 6Mo. | Yr. Dec. 6 
June22 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ........ 198.1 196.3 193.0 190.0 187.0 183.9 156.9 
1! Import Commodities .... 171.9 171.9 171.9 170.7 168.9 168.9 157.5 
17 Domestic Commodities.. 217.2 214.0 208.1 203.7 199.7 194.3 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 
1946 1945 1944 1943 1941 1939 1938 1937 























High .......... 104.3 95.8 94.5 92.9 85.7 78.3 65.8 93.8 
DOW roses vo 95.5 93.6 91.8 89.3 74.3 61.6 57.5 64.7 
416 


Date 2 Wk. | Mo. 3 Mo.6Mo. | Yr. Dec. 6 
June 22 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural.... 255.3 253.2 251.4 238.7 232.7 228.2 163.9 
SZEROOUSINES — <<cccsnssccssesasnensse 227.2 222.9 222.8 216.6 212.6 209.6 169.2 











16 Raw Industrials... 178.6 178.3 173.2 172.1 169.7 166.5 148.2 
COMMODITY FUTURES INDEX 
MAR. APR. MAY JUNE 
120 + 
15 - | 
DOW-JONES 


COMMODITIES INDEX 


a" c= 
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Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


104.95 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 


SILK . . . Silk, at the top of the fiber ladder, is showing the first real signs of 
price weakness. Silk has been at a premium throughout the war period, since 
only small supplies of Chinese and Italian silk have been available. At the first 
Government auction the average price paid for Japanese silk was just under 
$12.00. Since that time Italian silk has been offered at lowered levels. The 
results of the second auction may be known in a few days and we believe that 
prices will be lower. 





The Raw Silk Bureau in Japan is planning on a steady increase in output in 
the next four years. The basic problem is an increase in mulberry acreage 
which was sharply curtailed during the war. Some 37,000 acres will be planted 
in 1947 and 61,000 acres in; each of the following three years. This is a sharp 
increase in the total acreage, but it must be remembered that cocoon produc- 
tion from new mulberry fields is negligible for two years. 


Raw silk production is expected to reach around 250,000 bales in 1950, 
compared with only 150,000 bales in 1947. In addition to the increase in 
Mulberry acreage they are planning on larger yields per acre due to greater 
use of fertilizer. If these goals are reached, exports will be around 190,000 
bales per year. 


The extent of the textile market available to silk will not be known until 
the public has a chance to use it. Nylon and other synthetic fibers have made 
rapid progress since the war and will replace silk in many items. The Japanese 
realize this and are basing their plans on a world demand only 30 per cent as 
great as the pre-war average. In view of the outlook for worldwide prosperity 
in the next three to five years we feel that this estimate is conservative. 


BURLAP . .. Burlap is at the bottom of the textile ladder. As in the case of 
silk there are indications of price weakness due to a change in the statistical 
picture. India is the principal source of burlap and, although production was 
maintained during the war, the demand (for sandbags, etc.) was tremendous. 
There is still a very large demand for bagging material, but the outlook is for 
lower prices in the second half of the year. 


The Government was the sole buyer of burlap in recent years and the 
trade was allocated various amounts. The Government recently announced an 
increased allocation of burlap in order to liquidate the stock pile. 


The trade is now controlled in India, where the Government is about to 
set up export quotas. Current statistics indicate that these quotas will be 
large. Calcutta burlap stocks at the end of May were 53 per cent higher than 
at the end of April and were the largest in about a year. Production so far 
this year has been at the highest rate since 1942 and there is every indication 
that it will continue at a high level. 


Burlap consumption in the United States totaled 85 million yards during 
May, compared with only 50 million yards a year ago. Relief shipments of 
grains, feeds, and fertilizer have required large numbers of bags. In spite of 
this heavy consumption, stocks on hand at the end of the month totaled 263 
million yards, compared with only 120 million yards a year ago. Since relief 
shipments will begin to taper off in August, the demand for burlap should 


decline sharply later in the year. If production in Calcutta is maintained at a 
high rate, prices should move lower. 


QUICKSILVER . . . From time to time we have given special emphasis to the 
trend in prices in import commodities. We believe that this is important for 
two reasons:—first, an increase in imports into this country will go a long way 
toward preventing inflation, and second, in a free trade economy a major price 


decline in any leading country is usually followed by a price decline in the rest 
of the world. 


In the past two weeks the important item was quicksilver, or mercury. We 
received our first shipment from Italy in about four years. This is important, 
for before the war Italy was responsible for 37 per cent of the world's output. 


Last year most of the quicksilver used in this country came from Spain, with 
Mexico a secondary source. 


At the present time the price is slightly above $100 per flask. The re-entry 
of Italy as a world exporter means lower prices in the second half of 1946. 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, tn this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 132 of a series. 

SCHENLEY DISTILLERS CORP. 


Se Quo Yah 


By MARK MERIT 





Because of the Press of other duties, 
this writer, every once in awhile, finds 
himself clean as a hound’s tooth of 
ideas for a column. Then lo, the morn- 
ing mail. This is one of those days. A 
friend of Schenley’s recently read an 
interesting article about Se Quo Yah, 
the inventor of the Cherokee alphabet, 
in the May issue of Coronet Magazine. 
It reminded him of an authentic re- 
port on this famous Indian, in a book 
which is one of his prize possessions. 
The name of the book is HISTORY OF 
THE INDIAN TRIBE, by Thom. L. McKen- 
ney, published in 1837 by James Hall, 
Esq., thru the auspices of the Depart- 
ment of War, Indian Gallery. Our 
friend gave us some excerpts from the 
book concerning this noble red man, 
which we quote. 


*Se Quo Yah, called George Guess in 
English, was the son of an illiterate 
mother and an unknown father. At an 
early age he became an expert cattleman 
and dairyman and the favorite in his 
tribe. Thru self-training he became a 
tribe leader and was amiable, accom- 
modating and unassuming. 


Drinking was the universal pledge of 
cordiality, consequently it became 
necessary to regale visitors with ardent 
spirits. Se Quo Yah always had a bot- 
tle for his many friends and after a 
drink or two, he gave council and ad- 
vice to his people. He urged them to 
forgive injuries, live in peace, and to 
abstain from giving offense to each 
other. When they grew quarrelsome he 
— sing songs to divert and amuse 

em. 


Se Quo Yah was aware of the evil 
tendencies of dissipation and therefore 
preached moderation. He came to real- 
ize the necessity of communing, as the 
white man does, by marks on paper, so 
he made a book of characters, each rep- 
resenting a sound of the birds and ani- 
mals. From these phonetic sounds, he 
produced 86 characters to form one of 
the most beautiful languages ever 
spoken. After fathering the language, 
he taught his people and in a single 
day even the most illiterate could read 
and write. In 1828 he visited the Presi- 
dent of the United States and today his 
statue stands in the nation’s capitol. 


The oldest living things in the world 
are named after Se Quo Yah —the 
Sequoias, the giant redwoods of Yosem- 
ite Valley, California.” 


Nice story—isn’t it? 


FREE—Send a postcard to MARK MERIT 
OF SCHENLEY DISTILLERS cCoRP., Dept. 
15A, 350 Fifth Avenue, N. Y. 1, N. Y., 
and you will receive a 96 page book 
containing reprints of earlier articles 
on various subjects. 
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For Profit and Income 





(Continued from page 409) 


stances, allowing also for rising 
gasoline consumption during the 
second half-year and thereafter, 
present earnings could increase by 
50% to 100%. There would also 
be large gains for such integrated 
companies as have crude produc- 
tion much in excess of their own 
refining needs. Examples are 
Continental Oil, Ohio Oil, and 
Sunray Oil. Finally, the fully 
integrated companies would gain 
from the economically-balanced 
refining operations which free 
prices permit. Thus, it is not 
happenstance that some of the in- 
tegrated companies are among the 
interests most pleased with the 
prospect for freedom and higher 
crude oil prices. For long-term 
investments, at prices reasonable 
in relation to probable earnings 
from late 1946 through 1948- 
1949, this column doubts that you 
could do much better than to buy 
Phillips Petroleum and Standard 
Oil (New Jersey.) For a specu- 
lative crude producer, the recent 
market action in Texas Gulf Pro- 
ducing might suggest that this 
stock is getting ready to go 
places. 





Over-optimism on 
Airlines? 





(Continued from page 401) 


mergers are approved, the com- 
binations resulting might have in- 
teresting strategic possibilities. 
For example, the proposed Penn- 
Central-Northeast Airlines mer- 
ger would give New England and 
the mid west mutual access, and 
a through route between Boston 
and Chicago. 

In addition to mergers, many 
applications for new routes are 
also pending. Eastern has applied 
for a southern transcontinental 
route, which if granted, would 
make that line the fifth transcon- 
tinental operator. New Pacific 
routes are also requested for 
TWA, United, PCA, Northwest 
and Pan American. 

Competition from small, “non- 
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scheduled” operators may become 
somewhat more important from 
now on. There are at least 2,730 
such carriers -now in operation, 
according to the Civil Aeronau- 
tics Administration, and while 
individually they are very small, 
collectively they draw some 
amount of traffic away from the 
regular airlines on the shorter 
hauls. 

Extension into the foreign field 
is becoming increasingly impor- 
tant. Probably the most con- 
spicuous case is American, with 
routes extending to various Euro- 
pean centers. However, one of the 
smaller operators, Braniff, has 
moved into the international class 
through routes recently granted 
to Mexico City, Rio de Janiero 
and Buenos Aires. Chicago & 
Southern has added Jamaica, 
West Indies and Venezuela to its 
schedule, while National was re- 
cently awarded a route to Ha- 
vana, which might offset its loss 
of control in Caribbean-Atlantic 
Airlines. Eastern recently ac- 
quired routes to Mexico City and 
Puerto Rico. TWA inaugurated 
service to Europe and the Middle 
Fast late in 1945, and is reported 
planning service from Washing- 
ton to Rome. 

Reference to foreign air ser- 
vice inevitably brings Pan Ameri- 
can to mind, but this operator’s 
competitive status is being im- 
paired by the penetration of other 
carriers into the area it once 
dominated. This has been reflected 
in market performance of this 
company’s shares in recent weeks, 
and the immediate earnings out- 
look is uncertain. 

Earnings outlook for the air- 
lines is seen to be excellent for 
the longer term but uncertain for 
about the next year. As present 
prices may have appraised near 
term prospects rather liberally, 
market policy should be guided 
accordingly. 





Opportunities for Income 
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to 5,000,000 shares. Subject to 
final determination by directors, 
it is planned to offer initially, 
250,000 shares of 414 per cent 
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convertible preferred stock. Funds 
will be used for expansion of 
plants and acquisition of proper- 
ties among other purposes. 


WILLYS - OVERLAND MOTORS, 
INC.: Stockholders are being of- 
fered rights to subscribe for 310,- 
290 shares of common stock at 
$20 per share and 155,145 shares 
of $4.50 cumulative convertible 
preferred stock at $100 per share. 
Subscriptions will be offered in 
the ratio of one new share of 
common for each eight held, and 
one new share of preferred for 
each 16 common shares held. 
Each share of preferred is con- 
vertible into 334 common shares 
before December 31, 1948. The 
rate after that date and prior to 
June 30, 1951, is 344 common 
shares, and after the latter date 
into 3 common shares on or be- 
fore December 31, 1953. Willys 
Real Estate Realization Corp. 
has agreed to purchase for invest- 
ment, at the option of Willys- 
Overland Motors, Inc., such of 
the common shares at $20 per 
share with no charge, as are not 
subscribed by the stockholders. 


U. S. HOFFMAN MACHINERY: 
Stockholders at special meeting 
approved creation of 30,000 
shares (par $100) of new pre- 
ferred. The new issue will re- 
place the 514 per cent cumula- 
tive convertible preferred called 
for redemption on June 1, last. 
Dividend rate will be not less 
than 4 per cent nor more than 
41% per cent. Initial offering 
will comprise 27,500 shares, and 
possibly the entire 30,000 shares 
will be sold to group of under- 
writers for public offering. Of 
the proceeds, approximately 
$750,000 will be used to increase 
the company’s manufacturing 
and storage facilities, and the 
balance added to working capital. 


LE ROI CO.: Stockholders at « 
special meeting to be held July 
2, 1946, will be asked to ratify 
a new issue of 40,000 shares of 
414 per cent (par $50) cumu- 
lative preferred stock. Proceed: 
will be used for expansion of pro; 
duction, acquisition of additional 
manufacturing facilities and 
equipment and to increase work; 
ing capital. 
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Special Purpose Accident 
Policies 





(Continued from page 405) 

Central Foundry Company— 
other miscellaneous medical out- 
lay incurred. 

Case number two was another 
interesting one; I had some 
months previously, insured a 
whole family, father, mother and 
three children with similar Medi- 
cal Expense Policies. At first the 
father did not conswler any in- 
surance for his children, but when 
I showed him that they were sub- 
ject to even greater hazards as a 
result of participation in various 
sports he consented. His son 
who was in college in Ohio sus- 
tained a fractured ankle while 
playing in a_ college baseball 
game. The fracture being of an 
unusual type required several 
consultations with bone special- 
ists in addition to hospitaliza- 
tion, X-rays and other specialized 
studies. The total expense in- 
curred to accomplish recovery 
was almost the limit of the policy, 
$1,000. The father said that 
without this wonderful accident 
expense policy he would have had 
to dip into his life insurance poli- 
cies to obtain the money for the 
medical expenses incurred. He 
said that the premium of $24.00 
was certainly more than well 
worth while. 

Let us now look at a most 
peculiar case. I had called the 
attention of a lawyer client of 
mine to this coverage for his wife, 
since he already had it himself in 
substantial measure. After sev- 
eral meetings with both of them I 
left the application for comple- 
tion. A week elapsed and he was 
out of town on business. Mean- 
while the matter lay in abeyance. 
The second day after his return, 
he excitedly called me and stated 
that he wished to report an acci- 
dent which his wife sustained 
while at their country estate. She 
had tripped and fallen backwards 
on a stone severely injuring her 
spine and several vertebra. I 
told him that he had no accident 
insurance in effect on his wife, 
which amazed him. Upon investi- 
gation he found that the applica- 
tion had been completed by his 
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Put Your MONEY 
to Work Today 


7 All share accounts insured up to 
0 $5,000.00 by a United States 


Government Agency. 


Resources over $9,000,000.00 
Reserves over $500,000.00 


57 Years of Dividend Payments—never less than 3%. 
Earnings paid to savers without interruption since 
1889. Call, write or phone for further information or 
make check or money order payable to 


ST. PAUL FEDERAL SAVINGS 
and LOAN ASSOCIATION OF CHICAGO 


2116 WEST CERMAK ROAD, CHICAGO 8 
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wife and placed in a suspense file 
until his return from out of town. 
Hence, through a misunderstand- 
ing, not only did his wife suffer a 
severe accident, but the hospital, 
medical and other expenses in- 
curred reached several thousands 
of dollars quickly, and had to be 
borne by him personally. At this 
writing his wife is still in a 
special spinal brace and will re- 
quire several months before full 
recovery has been achieved. After 
his recovery from the shock of 
learning that the insurance had 
never been effected he said how 
stupid it was not to have effected 
this insurance, considering the 
small premium of $30. 

When such outstanding acci- 
dent expense policies providing 
maximum benefits for a minimum 
cost are available one is amazed 
that more people do not avail 
themselves of this indispensable 
form of insurance. It is written 
on types to cover all members of 
the family, whether employed or 
not. 

If any of our readers have 
questions I will be more than 


happy to answer them through 
the question and answer column. 





Home Purchasing Power 





(Continued from page 406) 


increased their activities in this 
direct reduction mortgage field as 
a result of the Federal Housing 
Administration’s efforts. New and 
broader avenues of credit are at 
the disposal of the postwar home 
buyer. 

Following World War I, a re- 
payment rate of $10 per $1,000 
of mortgage loan represented 
about the most liberal terms a 
home owner could obtain. These 
payments retired a 6% mortgage 
in approximately 12 years. In 
comparison, the present GI Bill 
of Rights provides payments as 
low as $5.28 per $1,000 for the 
returning Veteran of World War 
II. This amortization pays off a 
4% mortgage in 25 years. Re- 
payment requirements practically 
have been cut in half and the 


mortgage term has been doubled. 
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STOCKS BONDS 
da becsy with 
JULY FUNDS 


New program lists securities 
for income and profit — 
yields up to 6.3% 


URRENT UNITED Report 
presents 3 groups of care- 

fully selected issues for the invest- 
ment of July funds — designed to 
meet the three major objectives of 
safety, income and appreciation. 
BONDS — 10 high grade bonds yielding 
up to 314%, and 4 second grade bonds 
with yields up to 6.3%. 
PREFERREDS — 8 issues combining 
income return with some possibility of 
appreciation, with yields up to 5.3%. 
COMMON STOCKS — 10. attrac- 
tive high quality issues for appreciation 
and income, yielding up to 4.7%. 
Send for this Report today and be 


prepared to profit from the next 
important Stock Market advance. 


Ask for Bulletin MW-38 FREE! 


UNITED BUSINESS SERVICE 
210 Newbury St. Boston 16, Mass 









rangements until order replaces 
chaos in the residential building 


field. 





Has the Peak Been Reached 
for Municipal Bond Prices? 











The trend to more universal 
use of the monthly amortized 
mortgage, repayable over an ex- 
tended period, has encouraged a 
new theory to supplant the 
“twice annual income” as the key 
to home purchasing power. Your 
present and anticipated income 
naturally remain key factors. 
However, the extent of your home 
investment is based on a percent- 
age of your monthly income . 
and that percentage generally 
ranges from 20 to 25%. You 
ascertain just how much your 
monthly mortgage payment (in- 
cluding real estate taxes and in- 
surance) will be for a certain type 
of home . . . if the payment ex- 
ceeds 25% of your regular 
monthly income, it is not the 
house for you and undoubtedly 
would be a burden to carry: 

Just prior to World War IT 
persons of modest income were 
making very attractive home pur- 
chases on the long term “pay-out- 
of-income” basis. That day will 
come again. You may obtain a 
better home at a better price if 
you can endure your present ar- 
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bonds, we must begin by admit- 
ting that any appreciable tax re- 
ductions could have a definitely 
unsettling effect. We say ‘appre- 
ciable’ because under provisions 
of the Revenue Act of 1945, ap- 
plicable to incomes earned in 
1946, reductions have been made, 
although not in sufficient degree 
to impair seriously the favorable 
differential enjoyed by tax-ex- 
empt securities. It is, however, the 
first reversal of trend in taxation 
witnessed for many years and 
justifies speculation as to whether 
it will continue. 

In actual fact the rates were 
not pared very deeply as is indi- 
cated by a decline in the highest 
individual combined rate to only 
86.45 per cent, from 94 per cent. 
Relatively, the cuts in the $22,- 
000 to $25,999 and $50,000 to 
$59,999 brackets were somewhat 
more important but their effect 
upon the municipal market may 
be judged to better advantage if 
we consider that they would have 
reduced the equivalent taxable 
bond yields cited above to 2.27 
per cent (instead of 2.63) and 
3.48 per cent (instead of 4.55). 
This still leaves a wide margin of 
advantage for the tax-exempt 
bond. 

The only possible justification 
for reducing taxes with fiscal con- 
ditions as they are would be the 
political effect of such a move. It 
may be that the members of the 
Federal Reserve Board had some 
such fear in mind when they re- 
cently sent an urgent plea to Con- 
gress to adopt a policy of pru- 
dent economy in Government and 
to continue present tax schedules 
as they are until the budget is 
brought somewhere near a state 
of balance. Along the same lines 
the retiring director of the Fed- 
eral Bureau of the Budget had 
the following to say: “On the 
revenue side of the budget, it is 
clear that there should be no re- 
duction in taxes. That was the 
policy announced by the Presi- 
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dent in his budget message in 
January; and it is more urgent 
today that it be carried out than 
it appeared to be then. Measures 
to reduce taxes should not be con- 
sidered until inflationary pres- 
sures have disappeared.” From 
such straws as this it seems un- 
likely that the municipal bond 
market will be disturbed by any 
material change in the tax struc- 
ture for some time to come. Mean- 
while, it is equally apparent that 
it will receive no more stimulation 
from this direction either. 

The chart appearing elsewhere 
in this article depicting new 
financing by states and munici- 
palities for the better part of the 
past decade discloses a sharp 
drop in new emissions since 1940, 
It is of particular interest, how- 
ever, to note that in 1943 and 
1944, even such lowered financing 
as was accomplished was made up 
for the most part of refunding 
operations which added little to 
the overall supply of municipal 
bonds. On the other side of the 
ledger, the supply was further 
diminished by redemptions of 
serial issues and payments of 
bonds at maturity out of in- 
creased revenues or by temporary 
expedients such as short term 
loans. Some idea of the import- 
ance of this factor in withdraw- 
ing issues from the market dur- 
ing recent years may be gained 
by studying the figures in_ the 
following table prepared by the 
Treasury Department, Bureau 
of the Census, which reveal a 16.8 
per cent drop in the total out- 
standing debt of state and local 
governments between 1940 and 
1944. The figures for 1945 would 
of course, indicate a further con- 
traction. 


Municipal Debt 
(Million $) 


Year State Local Total 
1940 3,514 13,146 16.660 
1941 3,210 13,455 16,665 
1942 3,021 13,115 16.136 
1943 2,700 12,437 15,137 
1944 2,498 11,3857 13.855 


This accumulating scarcity of 
bonds and the lack of new issue: 
to take the place of those re 
deemed was a powerful influence 
in raising municipal prices. The 
end of the war, however, marked 
a resurgence of municipal plan- 
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ning and despite shortages of 
men and materials, new financing 
arranged for public projects in 
the first five months of 1946 was 
14 per cent ahead of the corre- 
sponding period a year earlier. A 
sharply upward trend of munici- 
pal bond approvals by voters of 
209 communities in 29 states was 
noted in May of this year with 
the figure reaching $224 millions 
as compared with only $46 mil- 
lions in May, 1945. As illuminat- 
ing as these figures are, they are 
only the beginning of a movement 
toward the enlarged public financ- 
ing which will be undertaken over 
the next few years, according to 
present plans, for civilian public 
works, emergency housing, vet- 
eran’s aid and hospitals, and im- 
proved highways and municipal 
airport facilities. In a word, the 
factor of scarcity of municipal 
bonds will gradually give way to 
one of increasing supply and the 
new securities coming in competi- 
tion with those now outstanding 
might have a definitely dampen- 
ing effect upon quotations. From 
this angle of the equation, the 
outlook points decidedly to the 
fact that the peak in prices has 
been passed. 

It may be of interest in sum- 
marizing this article to refer 
briefly to a few significant trends 
among the principal buyers who 
constitute the main market for 
municipal securities. According to 
a tabulation contained in the an- 
nual report of the Secretary of 
the ‘Treasury the percentage of 
all outstanding state and munici- 
pal bonds owned by individuals, 
partnerships and personal trust 
accounts between the years 1938 
and 1946 showed very little 
change, amounting at the end of 
1945 to 53.8 per cent as against 
56.4 per cent at the end of 1938. 
There was, however, a sharp in- 
crease from 18.8 per cent to 30.1 
per cent in the municipal hold- 
ings of commercial banks, most 
of which took place during the 
time when the Excess Profits Tax 
was in existence. Since this tax 
has now been removed, it will be 
interesting to watch the trend of 
these figures in the future. As we 
see it, commercial banks from now 
on are more likely to become sell- 
ers than buyers of municipals— 
not alone for this reason, but also 
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because of greater demands upon 
their resources for commercial 
loans as private business expands. 
The third interesting fact dis- 
closed by these figures was that 
on balance insurance companies 
have been gradually liquidating 
their holdings to the point where 
they constituted only 9.2 per 
cent of the total at the beginning 
of 1946, as compared with 14.5 
per cent at the end of 1941. 

In summary, the weight of evi- 
dence strongly suggests that the 
best levels of municipal bond 
prices have been seen. Further- 
more, with money rates more 
likely to harden than otherwise 
and with taxes past their peak, 
the pressure of new offerings may 
quite possibly be.the deciding fac- 
tor in readjusting quotations to 
lower levels from this point on; 
although any readjustment 
should be gradual. 





Is Air Conditioning Ready 
to Make Money? 





(Continued from page 397) 


mobiles eventually will be simi- 
larly equipped. Retail stores, 
large and small, all over the 
country have made a significant 
start to cool and purify the air 
for their customers, and chances 
are good that competition will 
stimulate the trend. Recent tech- 
nological improvements will soon 
permit both the cooling and heat- 
ing of giant office buildings and 
hotels at the turn of a button by 
the occupants of individual 
rooms; similar accomplishments 
will become possible for residen- 
tial owners. When it comes to 
small home freezers, however, 
despite the current soaring de- 
mand for this equipment, it ap- 
pears rational to suppose that 
their incorporation in modern 
household refrigerators will be- 
come more and more in evidence. 
Larger home freezing units for 
the farms are a natural expect- 
ancy, in scanning sales possibili- 
ties. 

Volume prospects for the indus- 
try, all said, are indeed bright, 
and if costs and prices can be 


_ properly aligned, as much might 


be said for earnings potentials. 
Operations of the four leading 
specialists in the field, York, Ser- 
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vel, Carrier and Trane, will be 
subjected to increasing competi- 
tion from concerns with huge re- 
sources like Westinghouse and 
General Motors, however, and the 
struggle to sustain adequate 
profit margins will be no easy 
job. In prewar, for instance, the 
break-even mark on volume for 
York was around $15 million and 
for Carrier about $11 million, 
and both of these concerns ex- 
perienced a good deal of grief 
when sales fell short of this level. 
With mounting costs for labor 
and materials, their break - even 
points are likely to sub- 
stantially from now on, calling 
for a volume of perhaps $18 
million and $14 million 
tively before profits become in- 
teresting. In this event sales 
would have to be materially above 
best prewar levels to play safe. 
That this is quite likely to happen 
is shown by the fact that 1945 
sales of York topped $38 million, 
almost matched» by Carrier in 
1944, although its 1945 sales de- 
clined to around $29 million. 

As both of these concerns now 


rise 


respec- 


report backlog orders of more 
than $20 million, after strikes 
and material shortages become 


past history, they are in a favor- 
able position to achieve a volume 
which should be productive of 
good profits as long as demand 
remains satisfactory. After a long 
lapse of dividend payments, York 
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¢ DIVIDEND NOTICE ” 
DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid August 1st, 
1946, to. stockholders of record July 
22, 1946. 

A. B. Newhall, Treasurer 
Dennioon Mlamufpachuring So. 


Framingham, Mass. 
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Universal Pictures 
Company, Inc. 


& 
DIVIDEND 


The Board of Directors has declared 
a quarterly dividend of 50c per share 
on the outstanding common stock of 
the Company, payable July 31, 1946 
to stockholders of re: ord at the close 
of business on July 15, 1946 
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JOHN MORRELL & CO. 


DIVIDEND NO. 68 
A dividend of Fifty 
Morrell ) Cents ($0.50) per share 
on the capital stock 
of John Morrell & Co., 
will be paid July 31, 
1946, to stockholders of record July 13, 
1946, as shown on the books of the 
Company. 
Ottumwa, Iowa. 






Yi 


George A. Morrell, 
Vice Pres. & Treas. 




















PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 122 


A cash dividend declared by the Board 
of Directors on June 12, 1946, for the 
second quarter of the year 1946, equal to 
2% of its par value, will be paid upon 
the Common Capital Stock of this Com- 
pany by check on July 15, 1946, to 
shareholders of record at the close of 
business on June 28, 1946. The Trans- 
fer Books will not be closed. 


E. J. Becxett, Treasurer 
San Francisco, California 














distributed 30 cents per share in 
1945, but Carrier has never paid 
a dividend. During the past five 
years, however, York has shown 
average net profits around $1 per 
share and Carrier a_ relative 
$1.56; in both instances final net 
was sharply curtailed by EPT. 
Thus far in 1946, of course, the 
impact of the general economic 
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upheaval has caused a temporary 
lapse in sales and profits, but 
ahead much better times appear 
to be in the making. While the 
shares of either Carrier or York 
fall a long way short of genuine 
investment appeal, their specula- 
tive potentials are rather strongly 
marked, if long range factors are 
considered. 

In contrast to the above dis- 
cussed concerns, Trane Company, 
a smaller unit in the industry, 
has enjoyed a much more stable 
record, having paid dividends 
consistently for eleven years past. 
This concern, located in Ta- 
Crosse, Wisconsin, seems to have 
a flexible control over costs, for 
it succeeded in producing net 
earnings in the early 1930s even 
when volume fell to around $3 
million. Servel, Inc., while chiefly 
dependent upon its gas-operated 
Electrolux refrigerators for vol- 
ume, is also expanding rapidly 
into the field of air conditioning. 
Its earnings have been fairly 
stable and dividends have been 
paid in every year since 1935. 





Six Stocks With Extra 
Leverage Possibilities 
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mines. As a result of labor short- 
age, earnings of the company for 
fiscal year ‘ended § September 30, 
1945 dropped to $127,479 equal 
to $1.26 a share, on 100,940 
shares of Sy ry stock, as com- 
pared with $231,031 or $2.29 a 
share in preceding year, $4.57 a 
share in 1943 and $4.89 a share 
in 1932. A conservative dividend 
policy has been maintained by 
the company. Currently divi- 
dends are being paid at the an- 
nual rate of $1.00. 

Demand for Zinc is estimated 
at 900,000 tons annually as 
against a total of 500,000 tons 
mined in 1945. Outlook for this 
company is bright, with its ex- 
cellent management, efficient op- 
erations and small capitalization. 
Labor shortage has been corrected 
by the training of new men and 
the return of former employees 
from the services. Production has 
increased considerably in the sec- 
ond quarter and should continue 
upward. An indication of this is 


given in results for the first six 
months of the company’s fiscal 
year ended March 31, 1946. 
Earnings for the first quarter 
ended December 31, 1945 were 
equal to 10 cents a share and in 
the second quarter ended March 
31, 1946 totaled 40 cents a share, 
a total of 50 cents a share for the 
six months period. For the fiscal 
year ended September 30, 1946, 
earnings are estimated between 
$3.00 and $4.00 a share. 

Recent price of 36 compares 
with a low of 25 and a high of 
3714 for 1946. 

Pharis Tire and Rubber 


Company is one of the smaller 
manufacturers of tires for auto- 
mobiles, trucks and bicycles un- 
der trade names of Pharis and 
Columbia, also manufactures pri- 
vately branded lines for mail or- 
der and chain store organizations. 
Carlisle Tire & Rubber Co., a 
subsidiary acquired in 1944, 
manufactures inner tubes. Re- 
cently the company announced 
the development of an automobile 
inner tube capable of holding air 
10 times longer than pre-war 
types. The new tube is made 
from neoprene or butyl com- 
pounds, and tests have shown that 
the new synthetic tubes are su- 
perior to natural rubber tubes in 
air retention, and that increased 
mileage may be expected from 
tires remaining properly inflated 
for longer periods of time. Dur- 
ing experiments, neoprene showed 
marked superiority in resilience 
and slow heat build-up. It has 
also been claimed, as a result of 
these tests, that inner tubes made 
from neoprene or butyl can be 
expected to outlast two or three 
tires. 

Net sales for year ended Octo- 
ber 31, 1945 amounted to $13,- 
215,908 against $11,830,520 in 
preceding year. Net profit de- 
clined to $145, 193 or 68 cents a 
share on 212,000 common shares 
outstanding as compared with 
$412,660 or $1.96 a share in the 
preceding year. Reduction in net 
profit resulted from termination 
of government contracts and 
labor difficulties which hampered 
production during the first ten 
months of the fiscal year. Another 
factor was the amortization of 
emergency facilities which was 
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completed by September 30, 
1945. The Carlisle Tire & Rub- 
ber Co. has entered into a favor- 
able long-term lease with the 
RFC for the use of equipment 
installed under Military Tire 
Program, which will increase pro- 
duction by more than 100 per 
cent and supply the tubes needed 
to balance Pharis increased tire 
production. 

Net sales for the six months 
ended April 30, 1946 amounted 
to $8,947,374 against $6,594,688 
in like period of preceding year 
and net profits increased to $536,- 
721 equal to $2.53 a common 
share as compared with $141,013 
or 66 cents a share in like period 
of preceding year. Recent price 
of 28 compares with a high of 31 
and a low of 16 for 1946. 


Sunshine Mining Co. 


This company, the largest sil- 
ver producer in the United States, 
and one of the largest in the 
world, should greatly benefit 
from the proposed increase in the 
price of silver. As a result of 
government restrictions during 
the war and the shortage of labor, 
production of silver dropped from 
8,157,392 ounces in 1940 to a 
low of 1,467,070 in 1945 and 
compares with a peak of 12,146,- 
853 in 1937. World demand for 
silver is strong as a result of in- 
flationary factors, coinage and 
hoarding in countries such as In- 
dia, China, etc., and manufactur- 
ing demand. World prices for 
silver are considerably in excess 
of the $0.70 price paid by the 
U. S. Treasury. Contemplated 
legislation calling for price of ap- 
proximately $0.90 with increase 
to $1.29 cents per ounce in a year 
will probably be approved. De- 
veloped ore reserves were in- 
creased during 1945 and are es- 
timated at 987,000 tons, of which 
544,000 tons are in areas where 
other companies participate in 
production. Production was im- 
paired by a fire in early 1946, 
which retarded production some- 
what during the first quarter, but 
no serious permanent damage was 
done however. Net profits were 


shown in every year since 1929, 
with the exception of 1931, when 
a deficit of $4,465 was shown. 
Earnings per share ranged from 
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25 cents in 1929 to a peak of 
$3.63 a share in 1937. Net in- 
come for 1945 aggregated $804,- 
050, equal to 54 cents a share on 
the 1,488,821 shares of common 
stock (sole capitalization) out- 
standing, compared with $915,- 
499 or 61 cents a share in 1944. 
Net current assets at close of 
1945 were $3,334,000 as com- 
pared with $3,147,000 at close of 
1944. Company has maintained 
a continuous and liberal dividend 
policy, and these have ranged 
from eight cents a share in 1927 
to a peak of $3.00 a share in 
1937. Recent price of 20 a 
share compares with a high of 24 
and a low of 17% for 1946. 





Helping the Small 
Businessman 








(Continued from page 407) 


small, would produce profits 
many times what the vet had ever 
hoped to make. More import- 
antly, though, would be the re- 
ceipt of information as to mer- 
chandising potentials and handi- 
caps without which the aspirant 
for manufacturing laurels would 
be taking an unsuspected and 
totally blind gamble. And if the 
caller decided to carry out his 
original intention to promote the 
item “on his own hook,” despite 
some probable discouraging eye 
openers, all well and good. 

Few people realize the handi- 
caps and expense of marketing 
any new item. Retail stores un- 
der modern conditions will assist 
the distributor only to the extent 
of placing an item upon their 
counters, and unless it is sold 
rapidly, no repeat orders will be 
given. If the most ingenious and 
favorably priced item, therefore, 
requires the least bit of explain- 
ing by the sales clerk, it is likely 
to freeze upon the counter. In 
other words, the customer must 
know in advance just what he 
wants when he sees it, and com- 
petitively the design, color and 
packaging will be telling factors. 
For this reason, the introduction 
of popular items to the consumer 
through the nation, often necessi- 
tates the expenditure of huge 
sums for market surveys, skilled 


Interesting, 
Circulars 


FOR OUR READERS 
ww OK 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. 
letter to a request for one circular, 
giving your name and address. 

ADDRESS: Booklet Department — 
Magazine of Wall Street, 90 Broad 
Street, New York 4, N. Y. 


For Business Executives: A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead. 


Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills. 
Prepared by large N.Y.S.E. member 
firm. 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy rd Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’”’ order. 


Eleven Ways to Use Put and Call 

















Options, Free folder prepared by 
broker. 
designing and _ advertising to 
stimulate demand. Hence the 


novice must either be content with 
mediocre results or run the risk 
of failure when it comes to selling 
his prized product. 





AN INVESTMENT 
PORTFOLIO 





(Continued from page 399) 


selectivity has been provided with 
new yardsticks in appraising final 
half years potentials. Manufac- 
turers of durables generally have 
felt the impact of troubled labor 
relations more keenly than have 
more highly mechanized enter- 
prises or those engaged in retail 
distribution. Furthermore, the 
prospects of rapid recovery by 
makers of electrical and metal 
goods are clouded by continued 
shortage of parts and the possi- 
bility that strikes directly or in- 
directly may produce a secondary 
wave of annoying interruptions 
before the year has ended. Hence 
while longer term considerations 
might favor retention of shares in 
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Switch. No cost or obliga- 
tion. Write Dept. 1.4], 
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this broad classification, undeni- 
ably their aspect for some months 
to come will involve many un- 
certainties tending to affect their 
price structure. 

In contrast to the above men- 
tioned volatile kind of equities, 
the near outlook for many strong 
makers of chemicals, drugs, and 
tobaccos, retailers of all kinds and 
food processors is quite bright. 
Volume and net earnings of nu- 
merous concerns of this descrip- 
tion have shown impressive gains 
during early 1946, an advantage 
more than likely to be strongly 
held for the balance of the year. 
While regardless of earnings, 
shares of these fortunate con- 
cerns would not be immune from 





the impact of some future broad 
decline in the general stock mar- 
ket, a relative degree of stability 
would probably be established. 

Unless an investor, accordingly, 
decided upon a program of com- 
plete conversion of his holdings 
into cash or Governments as in- 
surance against a possible market 
upset in coming months, prudence 
would dictate that in the adjust- 
ment of portfolios, it would be bet- 
ter to cull out shares sensitive to 
possibile operational factors in 
favor of prime equities in con- 
cerns with a clearer road ahead. 
Quite likely many individual lists 
of holdings may have already 
been revised along these lines, but 
even so, where profits have been 
piled up for more than six months 
a partial liquidation under cur- 
rent conditions would be a con- 
servative step. 

Because ot the high quality of 
shares acquired or retained as a 
result of the proposed action, in- 
come beyond doubt would shrink 
considerably, and much would de- 
pend upon the proportion of cash 
or Governments which an indi- 
vidual decided to establish. 
Chances are, however, that con- 
sidering the temporary nature of 
the program undertaken, the 
dollars and cents aspects of in- 
come might not appear too seri- 
ous; as pointed out earlier, any 
deficiency for a few months could 
be rather easily made up by 
drawing moderately upon cash 
profits taken. 

To assist the reader in read- 
justing his portfolio, if so 
minded, along the lines covered 
in this discussion, we have ap- 
pended a table listing a few of 
many preferred stocks which 
should prove reliable for the pur- 
poses indicated, at least for a 
modest proportion of investible 
funds. Additionally, we have 
tabulated some equities selected 
for their probable stability or 
even improvement in dividends 
until 1946 comes to an end. But 
upon personal discretion must de- 
pend upon the relative propor- 
tions of cash retained or rein- 
vested, as well as the number of 
shares of any one concern which 
should be added to the portfolio. 
While no program can be con- 
sidered foolproof, the one out- 
lined at least is basically sound. 





Investment Outlook for 
Fire and Casualty 
Insurance Stocks 





(Continued from page 392) 


federal income tax incurred, as 
compared with $10,912,309 in 
1944, before federal income tax 
of $938,268. Earnings for both 
years were before increase in 
special reserve of $2,154,480 in 
1945 and $2,001,598 in 1944. 
Home Insurance Co.: Reflecting 
excellent results from Marine and 
hail underwritings consolidated 
underwritings of this company 
showed marked improvement over 
the preceding year, despite ad- 
verse fire underwriting conditions. 
Although prospects for risks 
other than fire will probably con- 
tinue favorable, fire losses for the 
ceuntry as a whole are still on 
the uptrend. With fire risks ac- 
counting for the greatest portion 
of Home’s premium volume, the 
underwriting outlook must be re- 
garded as uncertain. Premiums 
earned for year ended December 
31, 1945 amounted to $69,374,- 
510 as compared with $63,721,- 
250 in preceding year. Losses in- 
curred were $38,587,680 against 
$38,213,069, other underwriting 
expense $28,773,986 against 
$27,990,755 and combined under- 
writing gain for 1945 aggregated 
$2,159,348 as compared with a 
loss of $2,310,284 in 1944. Gross 
interest and rents for 1945 
totaled $4,879,277 against $4,- 
707,741, net interest and rents 
$4,447,815 against $4,317,960, 
net realized investment gain was 
$2,985,305 against $861,911, net 
gain in value of investments was 
$12,382,772 as compared with 
$6,949,410, and combined under- 
writing and investment gain for 
1945 was $21,975,239 as com- 
pared with $9,818,997 in preced- 
ing year. Federal income tax in- 
curred not deducted from above 
results amounted to $1,918.867 
against $505,087 in previous 
year. 

National Fire Insurance Co.: 
Contrary to the general trend, 
fire underwriting showed a more 
favorable loss ratio in 1945 than 
in 1944. However losses were still 
high and, because of the continued 
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unfavorable auto experience, 
underwriting operations again re- 
sulted in a loss, although greatly 
reduced. For year ended Decem- 
ber 31, 1945, net premiums writ- 
ten amounted to $22,434,122 as 
compared with $21,469,450 in 
1945. Premiums earned were $20,- 
526,381 against $19,150,688, loss 
incurred $12,061,694 against 
$11,600,698 underwriting ex- 
pense $9,861,695 against $9,- 
778,087, and loss from under- 
writing was $1,397,008 as com- 
pared with $2,228,097 a year 
earlier. Combined loss was $1,- 
364,963 against $2,265,180, gross 
interest and rents amounted to 
$1,396,304 as compared with $1,- 
401,314, net interest and rents 
was $1,205,041 against $1,213,- 
213, net realized loss on invest- 
ments was $467,316 as compared 
with $352,100, net gain in value 
of investments was $3,867,491 
against $1,561,466 and invest- 
ment and underwriting gain for 
year 1945 amounted to $3,240,- 
253 as compared with $157,399 
in preceding year. 

Phoenix Insurance Co.: In spite 
of quality of underwriting 
stressed by this company the large 
amount of fire risks continue to 
make underwriting unprofitable. 
Net premiums written for year 
ended December 31, 1945 
amounted to $12,112,809 as com- 
pared with $13,077,930 in 1944. 
Premiums earned amounted to 
$13,027,775 against $12,174,352 
losses incurred $7,088,547 against 
$6,682,229, other underwriting 
expense $6,042,256 against $5,- 
657,335 and underwriting loss 
for 1945 was $103,028 as com- 
pared with loss of $71,227 includ- 
ing $93,985 federal income tax 
credit in 1944. Combined under- 
writing loss, after underwriting 
profit and loss items was $36,618 
compared with loss of $87,770 in 
1944. Gross interest and rents 
aggregated $2,171,029 against 
$2,139,532, and net interest and 
rents totaled $2,045,189 against 
$1,853,341 a year previous. Net 
realized gain on investments was 
$192,345 against loss of $33,603, 
and net gain in value of invest- 
ments amounted to $5,597,194 as 
compared with $2,199,941, and 
combined underwriting and_in- 
vestment gain (excluding Cana- 
dian subsidiary) was $7,795,110 
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before incurred federal income 
tax of $1,989,949, and $5,000,- 
000 special reserve against §3,- 
931,909 in 1944. 

Travellers Insurance Co.: Pre- 
miums earned of the Accident De- 
partment for year ended Deeem- 
ber 31, 1945 amounted to $99,- 
604,898 as compared with $97,- 
585,990 in 1944, losses incurred 
were $64,380,719 against $65,- 
687,897 in preceding year, under- 
writing expense totaled $27,517,- 
102 against $27,007,367 and 
combined gain from underwriting 
amounted to $7,684,633 as com- 
pared with $4,988,010 in preced- 
ing year. Gross interest, dividends 
and rents earned aggregated 
$5,031,613 comparing with $4,- 
590,964 a year earlier, and net 
interest dividends and_ rents 
earned amounted to $4,947,938 
against $4,391,764. Net realized 
gain on investments amounted to 
$669,023 against $238,426, net 
gain in value of investments was 
$4,151,199 against $4,618,865 
and combined gain from under- 
writing and investments for 1945 
before deduction for federal in- 
come taxes of $1,110,876, 
amounted to $17,452,793 as com- 
pared with $14,237,036 in pre- 
ceding year, before $979,434 
federal income taxes. Figures for 
both years were before increase 
in special reserves. 

U. S. Fidelity & Guarantee Co.: 
Rate reductions in many lines, 
coupled with higher losses in some 
lines, notably automobile liability 
were felt late in 1945 and prob- 
ably will be extended into 1946. 
While this suggests lower under- 
writing earnings this year, results 
should still be relatively favor- 
able. Taxes are an important 
consideration to this company and 
the cut in corporate tax rates 
should more than offset lower 
underwriting earnings. Although 
the relatively large percentage in- 
crease in investment net achieved 
in 1945 is not expected to con- 
tinue this year, a high level of in- 
vestment earnings is likely be- 
cause of increased holdings of 
stocks. 

Premiums written for year 
ended December 31, 1945 
amounted to $47,797,396 as com- 
pared with $45,025,449 in 1944. 
Premiums earned amounted to 


$45,244,110 against $44,118,587, 





losses incurred $22,740,699 
against $19,679,361 and under- 
writing expense $17,995,417 com- 
pared with $17,416,442 a year 
earlier. Wnderwriting gain for 
1945 totaled $4,507,994 as com- 
pared with $7,022,785 in preced- 
ing year. Net interest and rents 
aggregated $2,223,426 against 
$1,919,074 and appreciation of 
securities amounted to $4,541,742 
against $2,234,907. Combined 
gain from underwriting and in- 
vestments amounted to $11,273,- 
162 in 1945 before deducting 
$3,206,630 for federal income 
taxes, $1,285,037 for security ad- 
justment reserve and providing 
$3,150,000 for past service an- 
nuities, as compared with com- 
bined gain in 1944 of $11,176,- 
766 before deduction of $5,485,- 
389 income taxes and security 
adjustment reserve of $2,140,952 
in 1944. 

United States Fire Insurance Co.: 
Fire risks written still account 
for approximately 60 per cent of 
this company’s business and the 
uptrend in fire losses for country 
as a whole portends unsatisfac- 
tory results from this type of risk. 
The percentage of funds in other 
risks, however, is larger than 
average and their generally 
favorable prospects suggest un- 


derwriting earnings above av- 
erage for the industry. Mean- 


while investment net continues to 
provide ample coverage for the 
$2 dividend rate. Premiums 
earned for year ended December 
31, 1945 amounted to $14,221,- 
506 as compared with $13,741,- 
503 in 1944. Losses incurred were 
$7,825,259 against $7,319,770, 
other underwriting expense was 
$6,579,898 against $6,069,465 
and combined underwriting loss 
was $132,437 as compared with 
profit of $166,770 after deduct- 
ing $180,639 federal income taxes 
incurred, in 1944. Net interest 
and rents amounted to $1,323,- 
697 against $1,154,440, net 
realized gain on investments was 
$136,886 against loss of $69,379 
and net gain in value of invest- 
ments was $3,942,833 against 
$2,587,569. While combined un- 
derwriting and investment gain 
for 1945 was $5,270,797 before 
federal income tax incurred, as 
compared with $3,839,401 in pre- 


ceding year. 
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Mrs 


Mr. 


A. E. R. of Revloc, Pa. 
“IT have benefitted considerably through your 
service with substantial accrued profits.”’ 


. F. B. C. of Philadelphia, Pa. 

“Bought eight stocks following your advice and 
made substantial profits on every one. Thank 
you for your most helpful and wonderful ser- 
vice. 


B. M. of San Bernardino, Cal. 

“The Forecast impresses me with its soundness 
; its businessman’s approach to invest- 
ment.”’ 


Miss E. W. of Xenia, Ohio 


Mrs 


Mr. 


Mr. 


Mrs 


Mr. 


Mr. 


Mr 


Mrs 


Mr. 


“I have enjoyed your service and prospered by 
Sil 


. J. M. Dick of Phillipsburg, N. J. 

““We have been subscribers to The Forecast for 
three months, Although our commitments have 
not been large, we already have made more 
than three times the cost of the service.’ 


Cc. C. G. of Oakland, Cal. 
I am very grateful to you for your excellent 
advice.”’ 


c W. S. of Puyallup, Wash. 
Am | well pleased with your investment  ser- 
vice. 


- A. M. of Pleasantville, N. J. 
I have been following your advices and have 


already profited thereby. 


«MM. Q. B. of Beverly Hills, Cal. 
I am really very pleased with your wonderful 


Forecast and should have had it long ago.”’ 


J. H. of Pardeeville, Wisc. 
an really make money on your recommenda- 
ions. 


L. K. S. of Los Angeles, Cal. 

Have been a subscriber to your service for 
some time and feel your opinions are very 
sound. : 


. J. W. of Fort Dodge, lowa 


“I have been pleased and satisfied with the 
Forecast over a period of years and will con- 
tinue to be a subscriber.’’ 


- MM. I. R. of Weymouth, Mass. 

The Forecast and your personal advices have 
been a wonderful help to me. I have made a 
nice profit.”’ 


W. S. B. of Hartford, Conn. 

May I express my sincere appreciation of the 
results obtained from the service rendered to me 
during my subscription. It has more than paid 
for itself. I feel that the type of supervision 
given by you will be of untold benefit in the 
year to come inasmuch as you seem almost 
psychic in your predictions.” 
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HROUGHOUT the months ahead, we look forward to serving 
i (te ... to having you conduct through our definite and continuous 
counsel, a carefully arranged program for market profits... and gradu- 
ally establish an investment backlog of securities for growth of your 
income and capital. 


You will be advised in timing your commitments . . . in knowing what 
and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 
service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 29th year—we are gratified that the new lower-priced 
Forecast . . . announced 314 years ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of .. . 


1. Its 2200% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


2. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 


3. Its outstanding record of profit. Every program 
shows profits for the year . . . a record which we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast. It is a source of counsel to which you can turn continuously 
. . . for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to August 15th. Mazl the coupon below 
... today. 
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Shifting Balance of Power 
In Latin America 








(Continued from page 383) 


lists and Communists in Chile 
is definitely over. 

In Venezuela and Peru, the 
Communist parties were able to 
strengthen their position when 
the liberals came to power, but as 
dsewhere, their subsequent ac- 
tions have proved to be most em- 
barrassing to their democratic 
protectors. In Mexico, the Com- 
munists are simply one of the 
splinters of the Revolutionary 
party that rules the country, but 
their influence in the party’s 
councils is apparently limited. In 
Cuba, the Communists are sup- 
porters of the present Grau San 


Martin regime which has been 
very lenient to them although 


their strike inciting policies are 
definitely against the well-being 
of the nation. For example, the 
Communist - led longshoremen 
struck to enforce their demand to 
unload sugar from railway cars 
frst to warehouses, to keep it 
there for a few hours — and 
then to load it again on ships 
just to make “more work.” In 
Mexico City and Havana, the 
Russian Government has an ex- 
tensive staff of specialists and ex- 
perts, although actual trade is 
negligible. 

In Brazil, the Communist 
party was made legal last year 
and it is estimated that the num- 
ber of Communists increased from 
about 5,000 to almost 600,000. As 
sew heve, the Communes turned 
around and began organizing 
strikes for higher wage rates, with 
the result that inflation is being 
fanned by the creation of addi- 
tional purchasing power which 
cannot be spent for goods. In 
recent months, the Brazilian Gov- 
enment has been assuming a 
firmer stand, and Communist ac- 
tivities are being curbed. In Ur- 
uguay, the Communists are sup- 
porting the liberals now in power. 

Except for Chile and Cuba, 
the Communists’ parties in Latin 
America are of limited import- 
ance in the political and economic 
life of the respective nations— 
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though they may be noisy at 
times. Their future is not very 


promising, for, once the inflation 
which has been plaguing Latin 
America and which has unques- 
tionably resulted in cases of genu- 
ine hardship, is liquidated, the 
utopia that the Reds have been 
promising is bound to have little 
attraction for the workers. 





A Realistic Approach to 
Second-half Corporate 
Earnings 





(Continued from page 380) 


above 1945. 

In weighing earnings poten- 
tials for the second quarter and 
the balance of 1946, many new 
factors have arisen to complicate 
matters. Also it must always be 
remembered, as the Magazine of 
Wall St. has consistently warned 
our readers, that quarterly re- 
ports of net earnings are gener- 
ally most unreliable indices of ac- 
tual progress. Auditing policies 
vary so widely with different con- 
cerns that results as shown often 
have been decidedly distorted as 
a result of tax adjustments, and 
legitimate shifting of large 
amounts from one account on the 
books to another. Sizable contin- 
gency reserves established in 
prosperous war years in many in- 
stances have been transferred to 
surplus or income, resulting in 
apparent net profits where oper- 
ating profits really were in the 
red. And in the first quarter 
many a concern offset operating 
losses by recourse to the “ carry- 
back” provisions of the income 
tax law, although in many other 
instances management decided 
not to use this alleviation until 
full year results could be more 
closely estimated. Hence some 
concerns have exhausted their am- 
munition provided by the tax pro- 
visions in the first quarter, where- 
as others will be able to bolster 
their later period earnings by it, 
preferring to record early losses 
on a factual basis while conserv- 
ing potential tax savings for use 
during the unpredictable times 
when the year approaches its end. 

When figures for the quarter to 
end June 30 become available, in 





many instances they will reflect 
operations partly or entirely un- 
der the impact of substantially 
increased wage scales, and with 
costs of materials and parts on 
the up and up, too. Whether in- 
terim relief achieved by OPA 
grants for higher prices will off- 
set mounting costs adequately or 
not will be awaited anxiously by 
shareholders in most concerns. 
But during twe months of the 








(= Crown CorK & SEAL 
> ComMPANY, INC. 


COMMON DIVIDEND 


The Board of Directors has this day 
declared a Dividend of twenty-five cents 
($.25) per share on the Common Stock 
of Crown Cork & Seal Company, Inc., 
payable on July 30, 1946, to the stock- 
holders of record at the close of busi- 


ness July 12, 1946. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary 


June 27, 1946. 











We Offer: 
NEW ISSUE— 
Newcor 


Mining & Refining 
LTD. 


Price $1 per Shar 
Prospectus may be obtained 


from your local investment 


dealer or the undersigned. 


TELLIER & CO. 


42 Broadway, New York 4, N. Y. 





























LEE RUBBER & TIRE 
CORPORATION 


REPUBLIC RUBBER 
INDUSTRIAL RUBBER PRODUCTS 
Youngstown, Ohio 


LEE TIRE & RUBBER CO. of N.Y., Inc. 
TIRES, TUBES & SUNDRIES 
Conshohocken, Pa. 





The Board of Directors has this day de- 
clared the regular quarterly dividend 
of 50c per share on the outstanding 
capital stock of the Corporation pay- 
able August |, 1946, to stockholders of 
record at the close of business July 15, 
1946. Books will not be closed. 

A. S. POUCHOT 


June 27, 1946 Treasurer 

















June 26, 1946, 








This announcement appears as a matter of tecord only and is under no circumstances to be 
construed as an offering of these securities for sale, or as an offer to buy, or as a Solicitation 
of an offer to buy, any of such securities. The offering is made only by the Prospectus. 


1,025,000 Shares 


Portsmouth Steel Corporation 


Common Stock 
Par. Value $1 Per Share 


Price $10 per Share 


Copies of the Prospectus may be obtained from the under- 
signed only by persons to whom the undersigned may legally 
offer these securities under applicable securities laws. 


OTIS & CO. 


(Incorporated 

















Answers to Inquiries 











second quarter, the bituminous 
coal strike hampered progress 
throughout the entire economy, 
and its scars are bound to be viv- 
idly revealed in scanning the 
quarterly reports to appear with- 
in the next six weeks after July 1. 
Since many manufacturers for- 
tunately situated as to reconver- 
sion problems in the first quarter, 
and able to show expanding earn- 
ings, were forced to actually close 
their plants for a time in May, a 
decided broadening of the down- 
ward trend shown in first quarter 
earnings should be expected, tem- 
porary in character, though, as it 
should be rated. Even during the 
steel strike, operations in this in- 
dustry were not nearly so severely 
curtailed as when production hit 
a record low of 9% at the peak 
of the coal troubles. And while 
it took only a few weeks for steel 
production to rebound when the 
skies cleared, scant supplies for 
fabricators and other users of 
steel products are still hampering 
the struggle for all-out produc- 
tion in numerous directions. All 
said, it will be surprising if sec- 
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ond quarter results offer much of 
encouragement all along the line, 
although in some fields powered 
by electricity and with minor 
wage factors, consistent gains in 
earnings may prove the exception 
to the general rule. Viewed rela- 
tively, however, retailers and pro- 
ducers of non-durables should 
give a much better account of 
themselves in the second quarter 
than handlers of ‘nctals and metal 
products. 


That results demonstrated by 
various industries in the first 
quarter may form a rather reli- 
able pattern for full year expec- 
tancies on the optimistic sideymay 
be as safe a bet. The road ahead 
continues to appear clear for re- 
tailers, mail order houses, and 
producers of non-durables. While 
processors of metals and metal 
goods assuredly will share in 
good measure in the approaching 
period of prolific public spending 
in all fields, and many of them 
are fortified to carry on in the in- 
terim period, net earnings for 
this division for full 1946 are 
likely to be spotty. 


(Continued from page 410) 
Robert L. Hamill sold 650, held 
2,003. 

National Distillers Products 
Corp.—William C. Breed boughf 
642, held 3,500. 

Abbott Laboratories — Ferdi 
nand H. Young sold 600, gave 
away 1,200, held 10,200. 

Eastern Airlines, Ince—Laur; 
ance S. Rockefeller acquired 32, 
700 through four-for-one stock 
split, held 43,600. 

General Motors Corp.—Ron 
ald K. Evans sold 625, received 
693 as a bonus, held 4,732; also 
held 200 shares of GM shares 
Inc. Common, equal to 178 shares 
of General Motors common, and 
1,000 shares of GM Shares, Inc 
Class B stock, equal to 1.600 Gen 
eral Motors common. 

Greyhound Corp. — Herbert 
G. Wellington bought 2,000, held 
57,020; also bought 2,000 
through Wellington & Co., of 
which he is senior member, held 
2,000 through partnership. 

Koppers Company, Inc.—John 
N. Marshall acquired 2,387 
through estate in which he has 
one-sixth interest, held throug 
estate 2,387; acquired thirty-five 
shares through dissolution o 
Union Shipbuilding Company, 
held thirty-five thereby; held di- 
rectly 400 shares of common, and 
fifty shares of 434 per cent pre- 
ferred through trust, of which hel 
is sole beneficiary. 

National Steel Corp.—E. T. 
Weir bought 4,000; held 47,000. 

Charles Pfizer & Co., Inc.— 
John L. Smith sold 1,600, held 
56,625. 

Canada Dry Ginger Ale, Inc. 
—Wilbur M. Collins bought 1,- 
500, held 2,600. 

Jones & Laughlin Steel Corp. 
—G. M. Laughlin 3d converted 
600 shares of Series B preferred, 
acquired 1,800 common shares 
through merger of the Vesta Coal 
Company and Shannopin Coal 
Company into Jones & Laughlin, 
held 5,436 common and 876 Ser- 
ies A preferred. 

Standard Steel Spring Com- 
pany—William A. Seifert bought 
1,535 shares of 4 per cent pre- 
ferred, held 1,535; also held 12,- 
451 shares of $1 par common. 
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